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NOTICE BY THE EDITORS 


Srnce the end of the War there has been, not only in the 
United Kingdom but throughout the world, an unprecedented 
growth in the number of those who are engaged in teaching and 
research in economics. This growth has had corresponding 
effects upon the volume of articles for publication that is reaching 
the editors of all journals, including the Economic JouRNAL. 
Far more work of high quality is being written than can in present 
circumstances possibly find outlets. 

We have given careful thought to what the Economic JoURNAL 
can do to meet these changed conditions. We shall continue, as 
opportunity offers, to enlarge the size of issues and to print 
more articles in each issue. But to that there are various practical 
limitations. We believe that a better solution can be found if 
articles are on average somewhat shorter than they have been in 
the past. Almost every manuscript that reaches us is too long 
for publication in its original form. Even after abbreviation, 
twenty-five of the eighty-seven articles that have been published’ 
during the past three years have run to twenty pages or more— 
twelve of them to twenty-five pages or more. We regard the 
desirable length of an article as being in general not more than 
fifteen pages, and we believe that in the great majority of cases an 
article of this length will enable the author to present his ideas 
to our readers in as full detail as is necessary, and at as great 
length as, in these days when so many articles need to be studied, 
most of our readers will wish to read. We suggest that a great 
deal of work will be saved, both to authors and to editors, if 
authors will plan their articles from the first on the assumption 
that only in exceptional circumstances should they exceed fifteen 
pages, and in the knowledge that preference will be given to shorter 
articles. 

There is another factor governing the selection of articles to 
which we would refer. We regard it as both inevitable and proper 
that in some cases authors should wish to present their work and 


results with the added ‘precision that mathematical argument 
No. 253.—von. UXIv. B 








2 THE ECONOMIC JOURNAL [MARCH 1954 


affords. But we believe that many of our readers regret the 
increasing growth of a linguistic barrier between themselves and 
such authors. In choosing between articles, the editors must 
take account of the size of the audience that a particular article 
can hope to reach, and give some preference in each issue to 
those authors whose writing is intelligible to a reasonable proportion 
of our readers. We suggest that authors should aim at avoiding 
the use of advanced mathematics, except where it is necessary 
for supplying a rigorous proof, or where the nature of the subject 
inevitably requires it. In all cases authors should—we would 
further suggest—state both their assumptions and their conclu- 
sions in ordinary economic language, and should also aim, when- 
ever possible, at presenting the main stages of their arguments in 
such terms. 




















SUPPLY FUNCTIONS IN KEYNESIAN ECONOMICS 


OnE of the most puzzling elements in Keynesian economics 
is the nature of the supply function and its place in the macro- 
economic system. Small wonder that several attempts have 
been made in current literature to comment on this question. 
These comments, however, are to some extent contradictory : 
the result has been that different concepts of supply are presented 
in Keynesian economics as it now stands. 

This paper is intended to present a critical examination and 
comparison of some of these supply functions in Keynesian 
economics.!_ Of course, this purpose obliges us to devote con- 
siderable space merely to summarising the positions of some 
authors on the subject, in order to make our own argument more 
readily comprehensible. 

The fourteen points which I have to make are presented in 
the form of so many italicised “‘ Propositions.”” These Proposi- 
tions together form a summary of this article: therefore, no 
separate ‘‘Summary ”’ is appended. 


§ 1. A SmmpLirieD KEYNESIAN MODEL 


The core of Keynesian Economics is the Principle of Effective 
Demand. This Principle may be summarised in the widely 
known graph of Fig. 1, which runs in real units, so that by 
definition it holds good that 

me. « « s se « CHD 
where Y = money national income, p = the general price level 
and Y, = real national income.? 

The simplified Keynesian model of Fig. 1 represents two 
independent and mutually consistent equations : 


D, = D, (Y,) macro-economic real demand equation (1.2) 
D, = Y, eee &. 46 Ow. ee 


1 I wish to acknowledge my indebtedness to Professor Don Patinkin of 
Jerusalem and to Mr. R. F. Harrod of Oxford, both of whom have been kind 
enough to supply me with many valuable suggestions relating to the contents 
and composition of this paper. However, these two gentlemen are in no way 
responsible for any defects that may appear in the argument. My thanks go 
also to the Rev. H. H. Hoskins of Bushey, Herts, and to Mr. N. E. Osselton of 
Groningen, who kindly inspected my English. 

2 Keynes chose to work with “‘ wage units.””» Though I agree with the opinion 
on this point recently expressed by J. R. Hicks, A Contribution to the Theory of 
the Trade Cycle, Oxford, 1950, Ch. II, it is not a matter on which I wish to 
expatiate in this paper. 
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Since there are also two variables, viz., D, and Y,, the model is 
determinate. Point H represents the Point of Effective Demand : 
it determines real national income ,Y,, which in its turn deter- 
mines employment N,z via the production function Y,(Nz, K,), 
where K, represents the stock of real capital in the economy. 

Since Keynesian economics is essentially short-run economics, 
K,isa given magnitude. 

For Y, = zY, it holds good that 

B=i,(=BEB)....-. (l# 

where S, = real savings and J, = real investments; this equation 
represents a necessary and sufficient equilibrium condition. 


Cr 
I 
S: 











O 
Fia. 1 
The Principle of Effective Demand. 
Symbols : 

C, = real consumption expenditures ; S, = real savings ; 
I, = real investment expenditures ; Y, = real national income ; 
D, = total real expenditures, zY, = real national income 

D, = 0, + 1,3 determined by Effec- 


tive Demand. 


It strikes one that in Fig. 1 no supply curve is plotted,? whilst 
the model is none the less “‘ complete” in the strict meaning 
of “ determinate.” 

Real national income—and therefore employment—seems to 
be determined by a one-sided demand theory : thus by something 
a la von Bébhm-Bawerk. Apparently we are to think of Keynes 
as a kind of “‘ macro-economic Austrian economist.”’ 

1 This fact is in accordance with the contents of two widely known summaries 
of Keynesian economics which had Keynes’s own blessing; see A. P. Lerner, 
‘*Mr. Keynes’ ‘ General Theory of Employment, Interest and Money,’ ”’ Inter- 
national Labor Review for October 1936, reprinted in The New Economics, ed. 
S. E. Harris, New York and London, 1948, pp. 113-32, and R. F. Harrod, “ Mr. 
Keynes and Traditional Theory,” Econometrica for January 1937, reprinted in 


The New Economics, pp. 591-605. In neither article is a supply function 
introduced. 
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§ 2. THe PaTINKIN SupPLY CURVE 

Precisely the latter point was made some years ago by Don 
Patinkin.1 I feel obliged to summarise his argument as briefly 
as possible and only in so far as I need it for the purpose of my 
own exposition; afterwards this summarised part of his con- 
tribution will be examined critically. 

Patinkin’s criticism of “ traditional Keynesian economics ” 
is that two problems have remained unsolved. In the first 
place the supply side of the system has been neglected, and in the 
second place the concept of involuntary unemployment has not 











Def " 
r > Fr 
sin” 
T pf ie 
EZ Dr 
45° = ™ 
OQ E’r FEYr » 
Fie. 2 


The Patinkin Supply Curve 4,(Y,). 
This curve is drawn here exactly horizontal. 


been defined in Fig. 1—neither quantitatively with respect to 
the amount of unemployment, nor qualitatively with respect to 
the problem why this unemployment should be called “ in- 
voluntary.” 

Patinkin solves these two problems together at a blow by 
means of introducing a supply function—+.e., A, in Fig. 2—which 
he characterises as ‘‘ the aggregate desired-supply curve”; for 
the sake of brevity, I suggest calling it “the Patinkin Supply 
Curve.” The function depicted by this curve is obtained by 
adding up all entrepreneurial micro-economic Walrasian supply 
functions; it is something like a horizontal—or perhaps some- 

1 Don Patinkin, “ Involuntary Unemployment and the Keynesian Supply 
Function,’”» Economic JournaL, LIX (1949), pp. 360-83, with an unpublished 
‘**Mathematical Appendix,” referred to in that article on p. 366 n. The article 


will be referred to as “Involuntary Unemployment,” the appendix as “‘ Mathe- 
matical Appendix.” 
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what increasing—line.1 The Patinkin Supply Curve intersects 
the 45°-line at point P in Fig. 2. Analytically, the model of 
Fig. 2 runs as follows : 2 
D, =(Y,,p) demand behaviour equation. (2.1) 
A, =A,(Y,) supply behaviour equation . (2.2) 
D, = A, equilibrium condition . . (2.3) 
Y, = A, Tas sc tt whl wh el GSS 
There are four mutually independent equations and also four 
variables (D,, A;, Y,, p); but, as Fig. 2 shows, the equations 
need not be mutually consistent; if they are not—as in the case 
of Fig. 2—the equilibrium condition will not be fulfilled: the 
model is indeterminate. In the latter case, point EL will be 
relevant : point P will not be reached. 

The economic significance of this inconsistency of the model 
is in the first place that entrepreneurs are not on their behaviour 
equations; this means by definition that they do not act 
“freely,” in the economic sense: their desired-supply A, is 
larger than their actual time rate of turnover D,. The result of 
this fact will be a downward pressure on the price level p. 
According to the classical outlook as this is interpreted by Pigou,* 
the fall of » will cause the D,-curve in Fig. 2 to shift in an upward 
direction until points Z and P coincide, that is, until the model 
is no longer indeterminate. According to Keynes, on the other 
hand, price elasticity of demand will probably turn out to be too 
small for any fall of p—provided the price level be reasonably 
flexible, which is, however, generally not the case—ever to 
push up point FE as far as point P. If effective demand is not 
enlarged by other expedients, such as, e.g., deficit spending, 
the model will remain inconsistent. The Patinkin Supply 
Curve in Fig. 2 is therefore a convenient device for comparing 
classical with Keynesian economics. 


1 In his “‘ Mathematical Appendix,” Patinkin points out that special assump- 
tions must be made to obtain this result. However, since these assumptions 
are not relevant to my further argument, they need not bother us here. More- 
over, Patinkin himself writes that the form of the curve is not very important : 
the one thing which is important is the fact that the curve A,(Y,) does exist, 
and that its slope with respect to Y, is smaller than that of the curve D,(Y,). 
That A, is (nearly) horizontal follows from the fact that economic theory does 
not show that the time rate of desired supply of entrepreneurs depends on national 
income; but since D, does depend from Y,, the slope of A, must necessarily be 
smaller than that of D,. 

2 Patinkin, ‘‘ Mathematical Appendix,” p. 6. 

3 For a convenient graphical analysis of Pigou’s position see Don Patinkin, 
** Price Flexibility and Full Employment,’’ American Economic Review, XX XVIII 
(1948), pp. 543-64, reprinted, with some modification, in Readings in Monetary 
Theory, ed. by F. A. Lutz and L. W. Mints, London, 1952, pp. 252-83. 











Page 6, line 4, should read: 


DAY, Pp) demand behaviour equation . (2.1) 
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The importance of this device is, according td Patinkin, 
still further enhanced, since he attributes a second aspect to its 
economic meaning. Patinkin states! that there is full employ- 
ment if Y, is so large that suppliers can supply exactly as much 
as they desire, i.e., OT’ in Fig. 2. This means that point rzY, 
represents the full-employment level of real national income : 
reY,—rY, is therefore a quantitative measurement for un- 
employment. Moreover, this unemployment can now be qualified 
as “involuntary,” since suppliers do not act “freely”: they 
are not all of them on their behaviour equations. In this way 
the difficulties which Patinkin ascribed to “ traditional Keynesian 
economics ”’ seem to be overcome. 

So far we have only been summarising the trend of Patinkin’s 
argument. Let us now see whether his solution is valid. 

I think that Patinkin’s statement that rzY, represents the 
full employment level of real national income implies a jump 
inthe argument. He has obtained his “ desired-supply function ” 
A, by adding up the Walrasian supply functions of all individual 
entrepreneurs: however, there seems to be no reason why 
entrepreneurs should ‘“desire’”’ self-evidently to engage all 
workers available at the prevailing wage-rate. In other words: 

Proposition I: The difficulty involved in the model of Fig. 2 
is that it purports to discuss full employment and involuntary un- 
employment—which are characteristics of the labour market— 
without explicitly including the labour market in its analysis. 

It is not very difficult to fill up this lacuna. In order to do 
this, we should start with the supply curve of labour (curve II 
in Figs. 3 or 4). If A, = pz¥, represents the full employment 
level of real national income, then the value of A, is the value 
of Y, in the production function 


Y,=Y,AN,K,).. . . . (2.5) 


(where N = employment and K, = stock of real capital of firms, 
which is a given magnitude), which value is obtained if the value 
of the supply function of labour 


N=WNrz(w,p). . . . . (2.6) 


for any given set of w = wage level and p = general price level, 
is substituted into equation (2.5). 

Therefore A, now represents the time rate “ people ” desire 
to supply (in real terms) at a given set of w and p, the stock of 
real capital being given. “‘ People” here means suppliers of 


‘ 


” 


1 Patinkin, ‘“‘ Involuntary Unemployment,” section 9, p. 370. 
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finished goods plus workers; the supply curve of finished goods 
obtained in this way—which we may call “the Reinterpreted 
Patinkin Supply Curve ”—is, of course, fundamentally different 
from the familiar one which is implicit in the conventional theory 
of the firm only. 

The A,-curve intersects the 45°-line again at point P; the 




















wi 
P (I) 
(IC) 
Wo 
0 Np Ne N 


Fie. 4 


(I) = demand curve for labour. 
(II) = supply curve for labour. 


ordinate through P meets the horizontal axis at a point pr Y,.} 
This point yzY, now indeed defines the full-employment level 
of real national income, as was required by Patinkin. 
Quantitatively unemployment is now sharply defined by 
the interval ¢Y, rzY,. Qualitatively, this unemployment is 
involuntary, since not all. “ supplying people ’—especially not 


1 The Reinterpreted Patinkin Supply Curve may or may not be horizontal. 


It will be horizontal in so far as w and p ( or =) remain constant with increasing 


Y,. The problem whether real or money wages are relevant in Keynesian 
economics will not be discussed here. 
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the workers—are on their behaviour equations (i.e., their 
Walrasian supply equations), as can readily be seen from Fig. 3, 
where point Q is not on the supply curve. But this applies also 
to the more typical case of Fig. 4, where a number of NzN rz 
workers are not on their behaviour equations. 


§ 3. Tae Keynesian Suppty Function: Drm.arp’s 
INTERPRETATION 
Proposition II: Patinkin’s complaint that the supply side 
of the system would have been neglected in traditional Keynesian 
economics is not legitimate. In the first place, Keynes himself 
combined an “ Aggregate Supply Function” Z(N) with his 


NO 





O Ny; N 








Fia. 5 
Dillard’s graphical presentation of the Keynesian ‘“ Aggregate” Demand and 


Supply Functions. 
“ Aggregate Demand Function”’ D(N); and their point of inter- 
section—which is the point at which the entrepreneurs’ expecta- 
tion of profits will be maximised—is the point of effective demand, 
giving the volume of employment.’ 

Now this passage in Keynes is not very lucid, since it fails 
to define very sharply how this pair of functions is supposed to 
determine effective demand. It seems therefore that any 
attempts to comment upon this question must necessarily contain 
an element of speculation as to Keynes’s own intentions. Such 
an attempt is made by Dillard.® 

He plots the two functions in a graph—see Fig. 5—and assumes 


1 See also L. R. Klein, The Keynesian Revolution, New York, 1947, pp. 74, 
87 and 203. 

2 J. M. Keynes, The General Theory of Employment, Interest and Money, 
London, 1936, pp. 25 et seg. The magnitudes D = D(N) and Z = Z(N) are 
expressed in money terms; we define here D = p. D, and Z = p. Z,. 

3 D. Dillard, The Economics of John Maynard Keynes, New York, 1948, 
pp. 30 e¢ seg. Italics in the subsequent quotation are added. 
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that each of them slants up toward the right. The point of 
intersection, H, is the point of effective demand. 

His verbal interpretation of the two concepts is as follows. 
“The aggregate demand ‘price’ for the output of any given 
amount of employment is the total sum of money, or proceeds, 
which is expected from the sale of the output produced when 
that amount of labor is employed.” The curve D represents the 
aggregate demand function. “A certain minimum amount of 
proceeds will be necessary to induce employers as a whole to 
offer any given aggregate amount of employment. This minimum 
price or proceeds which will just induce employment on a given 
scale is called the aggregate supply price of that amount of 
employment.” The curve Z represents the aggregate supply 
function. Some pages further on Dillard declares that the 
aggregate supply price is the same as the total costs of entre- 
preneurs.1 Hence, we may now write: 


PmeHN). . . « « « A) 
where F represents aggregate total costs. 

Dillard also says that at the point of effective demand £ entre- 
preneurs maximise their expected profits. But evidently this is not 
possible in the Dillard version. For in £ it holds good that : 

DeF>D—F=0 .. 
P=0 et ae. er es © co Se 


i.e., that in # entrepreneurs’ net profits P are exactly zero, whilst 
for lower values of N the value of P is positive. Hence: 

Proposition III: The Dillard version of the Keynesian 
Aggregate Supply and Demand Functions cannot possibly yield an 
exact picture, since the condition that profits are at their maximum 
at the point of intersection of the two curves is not fulfilled, though 
this is required by Keynes * himself and also by Dillard.* 

Dillard seems not to have noticed this inconsistency: he 
does not speak about it anywhere. 

There is an easy way out of the difficulty involved by Dillard’s 
interpretation: this way has been pointed out by the Belgian 
authors Pinxten and Declerq.* In order to do full justice to their 
position, it may be useful to remind the reader of the ambiguity 
of the term “ aggregate ” in economic literature. As a matter 


1 Dillard, p. 37. 

2 Keynes, General Theory, p. 25, middle of page. 

3 Dillard, p. 32. 

‘ K. Pinxten and G. Declerq, “ De effectieve vraag, kernstuk van Keynes’ 
General Theory ” (Effective Demand, Core of Keynes’s General Theory) in the 
Dutch monthly De Economist, XCIX (1951), pp. 721-35, especially p. 728. 
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of fact, questions of merely verbal terminology are seldom 
relevant. However, even such a point can become important 
if it seems to be the source of a pitfall in economic reasoning. 
At first sight, it does not seem impossible that this may be the 
case here, and it seems worth while therefore to analyse the 
term ‘‘ aggregate.”” This term is used in two different senses : 


(1) The Robinsonian sense,! where “ aggregate cost ”’ 
is related to ‘‘ marginal cost,” since ‘ marginal”’ cost is 
the first derivative of “ aggregate”’ cost with respect to 
output. Mrs. Robinson opposes her concept of “ aggregate ”’ 
cost to ‘‘ total’ cost, where total cost means the sum total 
of fixed and variable cost. ‘‘ Aggregate” and “total” 
cost may coincide, but they do not necessarily do so; this 
follows from the fact that one may write : 

aggregate fixed cost + aggregate variable cost = aggregate total cost. 


(2) The Keynesian sense, where “ aggregate’’ means 


the same as “‘ macro-economic ’”’: the “ aggregate ” demand 
function is the sum total of all micro-economic demand 
functions. 


It is certain that Keynes had ‘ macro-economic” demand 
and supply functions in mind when he spoke of “ aggregate ” 
functions: he used the term in the second sense. That he 
chose to use the word “‘ aggregate ’’ for this concept is, of course, 
merely a matter of taste—however, I shall not follow him here, 
since Mrs. Robinson had already used the word with another 
meaning. But did Keynes also use it simultaneously in the 
** Robinsonian ”’ meaning ? 

Dillard thinks so, but we have seen that on his hypothesis 
the condition that profits are at their maximum at the point of 
intersection of the two curves is not fulfilled (see Proposition ITI). 
So I come to a new Proposition which I take from Pinxten and 
Declerq. 


§ 4. Tue Keynesian Supply FuNcTION: PINXTEN AND 
DECLERQ’S INTERPRETATION 


Proposition IV: Dillard’s interpretation of the Keynesian 
D- and Z-functions should be modified: the condition that profits 
are at their maximum at the point of intersection of the two functions 


1 Joan Robinson, The Economics of Imperfect Competition, London, 1933. 
In the theory of the firm, she is very careful to distinguish “‘ aggregate cost ” 
from ‘“ total cost ’’ (pp. 134 and 48, respectively, of her book). One might well 
plead for an imitation by other authors of this very useful terminological pre- 
cision, since it has proved to be very convenient for students. 
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will be fulfilled only if these macro-economic functions are interpreted 
in a marginalistic sense. 

This Proposition implies that the Robinsonian sense of the 
term ‘‘ aggregate ’’ does not apply here: only the first derivatives 
of Dillard’s D- and Z-curves with respect to N are relevant. 
Let us call these curves the D’- and Z’-curves. I suggest that 
the Z’-curve may be called, verbally, “ the Pinxten and Declerg 
Supply Function.” 

Proposition V: The idea of Pinxten and Declerg that never- 
theless the diagram of Fig. 5 can be left unchanged is, however, not 
generally valid : the behaviour of the Pinxten and Declerq Supply 
Function should generally be depicted as in Fig. 6. 


Dh 
Ss 














O 


Fic. 6 


A new graphical representation of the Pinxten and Declerq macro-economic 
Demand and Supply Functions. 

Indeed, assuming for the sake of simplicity that factor cost 
involves only labour cost, the Pinxten and Declerq Supply 
Function can be written as follows : 
d(wN) 

dN 
In the special case of depression-economics, where w is assumed 
to remain constant over a certain range of low values of N (see 
also Fig. 4), this becomes : 
Z(N)=w(N) . . . . . (4.2) 
This fact is represented in Fig. 6, where Z’ is horizontal for low 
values of JN. 


ZN) = 





Mi «ss » OD 


§ 5. Tue Keynesian Suppty Function: FALLACIES IN THE 
INTERPRETATIONS BY DILLARD AND PINXTEN AND DECLERQ 


It is clear that the Pinxten and Declerg Supply Curve and the 
Reinterpreted Patinkin Supply Curve are not identical: the one 
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is not even a transformation of the other. This may readily be 
seen if we transform the one so that it can be plotted against the 
other in one and the same system of co-ordinate axes: the two 
curves do not then coincide. The curve F,in Fig. 7 depicts a trans- 
formation of the Pinxten and Declerq Supply Curve of Fig. 6 in- 
serted into the system of Fig.2. Some commentary on Fig. 7 may 
follow here—but let us first of all agree upon a strictly Robinsonian 
use of the term “ aggregate ”’ in the subsequent text, in order to 
avoid confusion. (I repeat, that the attachment of just this 
meaning to this term is mainly a matter of taste and, up to a 
point, a matter of convenience.) Therefore, the word ‘‘ macro- 
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A Comparison of Some Concepts of Supply in Current Keynesian Economics. 


economic ”’ will in the subsequent commentary be substituted 
for ‘‘ aggregate ’” in the Keynesian sense. Figs. 2 and 6 have one 
common feature, 7.e., the macro-economic demand curve. How- 
ever, this demand curve is drawn in each diagram in a different 
way: first, Fig. 6 runs in money terms, whilst Fig. 2 runs in 
real terms; secondly, real national income is measured along the 
horizontal axis of Fig. 2, whilst employment is measured along 
that of Fig. 6; thirdly, the macro-economic demand curve of 
Fig. 6 is a marginal demand curve, whilst that of Fig. 2 is an 
aggregate demand curve. The latter point means that the 
easiest transformation procedure is obtained if we do not start 
from Fig. 6 but from Fig. 5: it is easy to see that D,(Y,) in 
Fig. 2 is a transformation of D(N) in Fig. 5, since Y, is a function 
of N (see the production function (2.5)), and since D = p. D,. 

Z(N) in Fig. 5 may in a similar way be transformed into a 
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curve within the cadre of Fig. 2. The latter curve should be the 
picture of an equation 

BwmH(Tj . . . « «+ @I) 
It follows from equation (3.1) that in the Dillard version F, = Z,, 
where F, stands for macro-economic aggregate real cost; hence 
(5.1) may be rewritten as follows : 


Regs. .... 


which implies the inverse of the macro-economic production 
function: (5.2) is a macro-economic aggregate (factor) cost 
function in real terms. We need not concern ourselves here 
about the empirical behaviour of that function;+ let us simply 
draw it as the curve F,in Fig. 7. One thing, however, is clear : 
there is no reason why F, should entirely coincide with the Re- 
interpreted Patinkin Supply Curve A, in Fig. 2, which curve is 
copied in Fig. 7. In abandoning Fig. 6, we lose the Pinxten and 
Declerq point of effective demand depicted in it (point # in 
Fig. 6); it now becomes necessary to allow in Fig. 7 for the con- 
dition of maximal extrepreneurial profits in a different way; 
this is done by means of a pair of parallel tangents to the D,- 
curve (in point M) and to the F,-curve (in point NV). Point »Y, 
in Fig. 7 now represents the value of real national income where 
entrepreneurial profit expectations are at their maximum : this 
point is analogous to point Nz in Fig. 6. 

It strikes one that the points yY, and gY, in Fig. 7 do not 
necessarily coincide. In other words : 

Proposition VI: The Point of Effective Demand, defined 
by Pinxten and Declerg (see point EF in Fig. 6 and point M in 
Fig. 7) is not identical with the Point of Effective Demand or National 
Income as this is determined by the equality S =I, according to 
Keynes himself, e.g., on pp. 64 and 84 of the General Theory 
(see point # in Fig. 1, where S = J, i.e., point H in Figs. 2 and 7). 

Here is a case of trespass against the principium identitatis. 
If this proposition be accepted, then the conclusion must neces- 
sarily follow that one of the two definitions of the Point of Effec- 
tive Demand must be erroneous. Since we have already noted 
in § 1 that the two widely known summaries of Keynesian 
Economics by Lerner and Harrod concentrate fully upon point £ 
in Figs. 1, 2 and 7, and that they do not introduce any Supply 
Function,’ it is on the surface that we should expect to find an 


1 Nor do we allow for the special assumptions introduced by Don Patinkin 
in his “‘ Mathematical Appendix,” as has been pointed out before. 
2 The same point applies, e.g., to Klein’s Keynesian Revolution. 
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error leading to the conclusion that point M in Fig. 7—#.e., 
point H in Fig. 6—should be a definition of the Principle of 
Effective Demand. 

Closer scrutiny reveals that the latter argument, which stems 
from Pinxten and Declerq and—one step farther back, as we have 
seen—even from Dillard, does indeed involve fallacies. Keynes 
rightly says on p. 77 that “the volume of employment (and 
consequently of output and real income) is fixed by the entre- 
preneur under the motive of seeking to maximise his present 
and prospective profits,” and on p. 55 he informs us that the 
entrepreneurial profit is due to the macro-economic demand 
function ‘‘ taken in conjunction with the conditions of supply ”’ ; 
but these correct statements do not necessarily imply that the 
point of intersection of macro-economic marginal demand and 
Pinxten and Declerq supply functions, depicted by point: Z in 
our Fig. 6, where the swm total of all entrepreneurial profits is 
assumed to be at its maximum, must be the point which is 
actually reached in this way by entrepreneurial actions (as 
Pinxten and Declerq do, however, state to be the case). Or: 

Proposition VII: In familiar marginal analysis it is assumed 
that every individual firm endeavours to maximise its own (micro- 
economic) profits, but this assumption does not necessarily imply— 
in the short run, at any rate—that the sum total of all expected 
profits (i.e., macro-economic profits) must also be assumed to be at 
its maximum. 

The validity of this proposition may very briefly and com- 
prehensively be suggested by means of two simple instances, 
both of them implying heroic abstractions. 

First, consider a closed economy with only two firms A and 
B forming together a heteroduopoly (a duopoly with hetero- 
geneous, i.e., differentiated, products). Both duopolists will 
aim their strategies at maximising micro-profits. It is conceivable 
that A makes a move on the economic chess-board which makes A 
better and B worse off than before, since buyers go over from B 
to A. Let us assume that in the meantime real national income 
Y, remains constant. Now it by no means follows that macro- 
profits—i.e., the sum total of A’s micro-profits and B’s micro- 
profits—have not changed either. The result may very well 
be that macro-profits have risen, since the increment of A’s 
micro-profits has been larger than the fall of B’s micro-profits. 
Whether or not this result will be achieved depends from the 
situation and curvature of the micro-economic cost curves of 
A and B respectively. But whether or not the result mentioned 
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above comes about, micro-profits of A and B are at their maximum 
in the given situation both before A made his move and since that 
time. It follows that maximum values of micro-profits at a given 
level of Y, and a given distribution of demand over A and B 
do not at all imply that macro-profits at the same level of Y, are 
also at their maximum: a shift of demand from B to A may 
cause macro-profits to rise. 

Secondly, let us assume that in a closed economy every firm 
belongs to one of two industries A and B, both producing final 
products, while the market situation in each industry is pure 
competition. Let us label the sum total of the micro-profits of all 
firms in any one industry the semi-macro-profits of that industry. 
Now within any one industry i (i = A, B) micro-profits and semi- 
macro-profits of i move up and down jointly in the short run 
when demand for 7’s product rises or falls. 

The distribution of macro-economic demand over A and B 
is in this case, where we have assumed pure competition, not 
influenced by entrepreneurial strategies : it is merely determined 
by consumers’ scales of preferences, which in their turn are 
determined by consumers’ taste patterns, prices of A and B 
products respectively and micro-economic money incomes. Let 
us assume consumers’ taste patterns to be constant; changes 
in consumers’ scales of preferences are then determined by 
changes in prices and money incomes only—that is, by micro- 
economic real incomes only. Since the distribution of national 
income among households is a function of the level of national 
income, we may regard consumers’ scales of preference as deter- 
mined by the level of real national income Y, (consumers’ taste 
patterns being given). That is, the distribution of macro- 
economic demand over A and Bis a function of Y,; this function 
must be regarded as stable, since we have assumed consumers’ 
taste patterns to be constant. 

Now, what will happen to the distribution of macro-economic 
demand if Y, is allowed to rise continually, starting from a certain 
low value of this variable? The income elasticity of demand for 
A will generally not be the same as that of the demand for B. 
The demand for A may rise faster than that for B. With rising 
Y,, semi-macro-economic profits in A and B may continue to 
rise, though perhaps not equally fast, and macro-economic 
profits will then continue to rise also. 

If we assume as a special case that for very high levels of 
Y commodity B tends to become an inferior good, it is con- 
ceivable that the rise of the demand for B will gradually peter 
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out and that it even begins to fall with further rising Y,. Up 
from Y, = » Y, the decline of B-profits may overcompensate the 
rise of A-profits, so that macro-economic profits begin to fall. 
Fig. 7 may be regarded as a picture of this special case; for 
Y, = wY,, macro-profits are at their maximum. 

The important point which should be borne in mind is that 
during the entire rise of Y, micro-profits are everywhere and at 
any moment at their maximum—a maximum which is for any 
individual firm conditioned by its demand and cost behaviour 
at that moment. It appears therefore that maximum values of 
micro-profits in no way imply a maximum value of macro-profits. 
This is exactly what Proposition VII states. 

As a matter of fact, however, in the situation depicted by 
Fig. 7, real national income Y, cannot rise as far as yY,. Its 
equilibrium value is gY,: point £ is the point of effective demand, 
since it is the point of monetary equilibrium, while point M is not 
relevant. But even for Y,=xY,, micro-profits are at their 
maximum. Hence: 

Proposition VIII: The Pinaten and Declerq version of the 
Principle of Effective Demand is fallacious: in the picture of 
Fig. 7, it assigns point M as the Point of Effective Demand, whilst 
in fact point E is the Point of Effective Demand. Point M is a 
useless concept. In other words: Proposition IV is not relevant. 

Thus the suggestion made by Pinxten and Declerq fails to 
rescue the Dillard version. Moreover, it must be conceded as 
an undeniable fact that Keynes himself uses his macro-economic 
concepts of D and Z in the Robinsonian-aggregate sense.1_ So far 
as this point is concerned, Dillard is certainly right (cf. the con- 
cluding paragraph of § 3), whereas Pinxten and Declerq are not. 
However, the result of accepting the latter conclusion is that the 
difficulty pointed out in § 3, viz., that profits in the Dillard 
version are exactly zero at point Z in his diagram (i.e., our Fig. 5), 
arises once more in its full sharpness. Closer scrutiny reveals 
that where Pinxten and Declerq have gone wrong is following 
Dillard in supposing that macro-economic aggregate supply 
price can be translated into macro-economic aggregate cost. 
Essentially the same error is made by A. H. Hansen, in A 
Guide to Keynes, New York, Toronto and London, 1953, p. 28. 
Dillard makes this statement ? without chapter and verse; but 


1 See, for instance, pp. 29 and 44-5 of the General Theory. 

2 Dillard, p. 37: ‘‘ Losses will result in either case because the proceeds 
received by entrepreneurs will be less than sufficient to cover the total costs 
(aggregate supply price) of the higher level of employment.”’ Italics added. 

No. 253.—vou. LXIv. c 
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in fact, Keynes contradicts it in the most explicit and lucid 
manner on p. 24, where he says quite definitely that by supply 
price he means “ the expectation of proceeds which will just make 
it worth the while of the entrepreneurs to give that employment,” ! 
whilst he defines proceeds as “ the aggregate income (i.¢., factor 
cost plus profit) resulting from a given amount of employment.” * 
That is to say, by supply price Keynes means cost plus profit. 
Furthermore: “The entrepreneur’s profit ...is ... the 
quantity which he endeavours to maximise ” :* we must there- 
fore take macro-economic aggregate supply price as the sum 
total of micro-economic aggregate factor cost plus the sum total 
of micro-economic profits, where the latter are everywhere in 
the economy at their maximum, which is conditioned by the 
behaviour of demand and cost functions as seen by individual 
entrepreneurs. This is the genuine meaning of the Keynesian 
Supply Curve Z(N) in Fig. 5. In short: 

Proposition IX: The Dillard version of the Z(N) function is 
erroneous, since it does not allow for the sum total of maximised 
micro-profits included in the genuine Keynesian Supply Function. 

Let us now focus once again point # in Fig. 5 when this point 
is taken in the genuine Keynesian sense, and let us try to 
translate it into the language of Fig. 7. We denote again 
aggregate factor cost by F and aggregate profits by P; we write 
the sum total of all maximised micro-profits which are conditioned 
by the micro-economic sales and supply functions at any moment 
nr. 


In point £ in Fig. 5 it holds good that 


D(N)=Z(N) ... . . (5.38) 
that is, in Fig. 7: 
DAY) =ZAY.)- ... + (64) 
Since ZeF t+ Pm... . . CBD 
we can rewrite (5.4) as 
DAY) = FAY,) + P™(¥,) - . . (5.6) 


where P™*,(Y,) is the sum total of all maximised micro-profits 
at the demand and cost conditions regarded as given by the 
entrepreneur under pure competition for any value of Y,. The 
function Z,(Y), indicates the volume of Y, which entrepreneurs 


1 Italics added. * Italicsadded. * Keynes, p. 23, bottom of page. 

4 I pass over in silence the difficulties involved in aggregation problems. It 
is, however, clear that Keynes’s reasoning on pp. 24 et seg. is macro-economic, 
since he states that Say’s Law is depicted by the entire coincidence of D- and 
Z-curves; this statement can only make sense if the circular flow in the economy 
as @ whole is allowed for. 
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will produce for any value of Z, = F, + P™*,. The problem is 
now how to draw the curve Z,(Y,) in Fig. 7. 

National income consists of incomes earned by factors of 
production plus profits. Following Keynes in defining national 
income net of user cost, and denoting entrepreneurs’ expectations 
of real national income by Y*,, we may write : 


ZAY,) = FAY.) + P™,(Y,) = Y*(¥,). . (5.7) 
Now in a strictly static analysis it holds good that 
ee 
so that (5-7) can be rewritten as 
ZAVJj=F4¥) ... - GS) 


i.e. the 45°-line. It follows that in a strictly static analysis the 
45°-line in Fig. 7 is a transformation of the curve Z(N) of Fig. 5. 
Hence : 

PROPOSITION X: The statement made by Dillard‘ that the 
45°-line in (our) Fig. 7 is not the same as the aggregate supply 
schedule Z(N) in (our) Fig. 5, is not generally valid. In a strictly 
static analysis, they are indeed the same. 

The vertical distance between the 45°-line and the curve 
FAY,) in Fig. 7 indicates entrepreneurial expected profits 
pmz.(Y,). The latter function shows the volume of output 
Y,—and thereby the volume of employment N = N(Y,)— 
which entrepreneurs will supply at any value of P™*,. 

The function D,Y,) shows consumption expenditures plus 
investment expenditures made at any value of Y,, 7.e., the pro- 
ceeds which entrepreneurs will actually make at any value of Y,. 
The vertical distance between the D,-curve and the F,-curve 
shows therefore the profits P, which entrepreneurs will actually 
make at any value of Y,. There can be equilibrium only when 
for some value of Y,, P, = P™*,; this is however only the case 
for Y, = 2Y,in Fig. 7. “ Thus,” writes Keynes,” “the volume 
of employment is given by the point of intersection between the 
aggregate demand function and the aggregate supply function; 
for it is at this point that the entrepreneurs’ expectation of profits 
will be maximised.” It is clear that Keynes meant here by 
“ profits,” micro-economic profits. Perhaps an easier formulation 
might have run as follows: “. . . for it is at this point that the 
entrepreneurs’ expectation of actual] profits equals their maximised 
expectation of profit.” We may now conclude: 

Proposition XI: Keynes’s analysis in pp. 24-25, as depicted 


1 Dillard, p. 35 n. 2 Keynes, p. 25, 
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in our Fig. 5, comes exactly to the same thing as the nowadays 
widely known graphical analysis by means of the 45°-line, as shown 
in our Fig. 1. 

The curve Z(N) of Fig. 5, interpreted as 

Z(N) = F(N) + Pm(N) . .  . (5.10) 

can be called The Genuine Keynesian Supply Curve. The 45°- 
line of Figs. 1, 2 and 7 is essentially a transformation of this curve. 

If the comment on Keynes given above is correct, Proposition 
II appears to rest on firm ground. It may be useful to show the 
validity of the latter Proposition also for the case of a generalised 
static Keynesian model. 


§ 6. Suppty FUNCTIONS IN A GENERALISED STATIC 
KEYNESIAN MODEL 


Several] such models have been presented by various authors. 
I shall take here the one constructed by Don Patinkin;? this 
will provide an opportunity to see what he has to say about his 
own supply function in the generalised case. 

Patinkin presents a generalised Keynesian model of nine 
equations and nine variables. He divides up the economy into 
three markets, viz., the market of finished goods including 
services (consumption goods and investment goods), the labour 
market and the money market; and within each market he 
presents two behaviour equations (one for the demand side and 
one for the supply side, respectively) and an equilibrium condition, 
as follows. 


Market of finished goods : 


D=EKY¥,r,n) . . (61)],, 
Y=Y(Nz,k) . . (6.2) ehaviour equations 
D=Y. .. . . (6.3) equilibrium condition 
Labour market : 
pa 2 
ch Mas e( 4 _ + behaviour equations 
Nrez = Nrz(v, p) ‘ (6.5) 


Ne=Nrr . . .. (6.6) equilibrium condition 


1 For instance, F. Modigliani, ‘‘ Liquidity Preference and the Theory of 
Interest and Money,” Econometrica, XII (1944), pp. 45-88, reprinted in Readings 
in Monetary Theory, ed. by F. A. Lutz and L. W. Mints, London, 1952, pp. 186- 
239; see especially p. 188. This model derives from the work of O. Lange and 
J. R. Hicks. Fundamentally the same model is used by L. R. Klein, “ The 
Keynesian Revolution,” p. 199. 

2 Patinkin, ‘“‘ Involuntary Unemployment,” p. 379. This model comes to 
the same thing as those of Modigliani and Klein, as can easily be demonstrated. 
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Money market : 


Mp» = L(Y,r, Pp) . "< (6.7) a . 
Moe, . . «ee behaviour equations 
My=Ms _ . . . (6.9) equilibrium condition 


The nine unknown variables are: Y = national money income, 
r =rate of interest, p = price level, D = time rate of total 
money expenditures on finished goods, Nz = volume of employ- 
ment determined by effective demand (i.e., labour demanded by 
entrepreneurs or suppliers of finished goods), Nrz = full employ- 
ment (i.e., labour supplied by workers), Mp = stock of money 
demanded (for active and idle cash-balances), Ms = stock of 
money supplied (i.e., money in circulation), and w = money 
wage level. 

Equation (6.2) implies the production function. Patinkin 
now writes that by substituting (6.4) into (6.2) we obtain (what 
he calls) the familiar aggregate supply function (or in the ter- 
minology of the present paper: the familiar macro-economic 
supply function); and he has kindly pointed out to the present 
writer that this is precisely the traditional supply function which 
is implicit in the conventional theory of the firm. Consider a 
firm manufacturing one product and having one input (labour), 
maximising its profits subject to the restraint provided by the 
production function. This gives us two equations: one stating 
that the real wage is equal to the marginal physical productivity 
of labour; and a second, the production itself. We now have 
two alternatives : we can leave these two equations as they are— 
and this is what Patinkin has done in his model (see equations 
(6.4) and (6.2)); or we can obtain the “ Familiar Supply Function ” 
by solving out the time-rate of output as a function of real 
wages—and this is done, essentially, by substituting the demand 
function for labour (6.4) into the production function (6.2), as 
was indicated above. 

1 In the simple model of Fig. 7, the Familiar Supply Function is represented 
by the inverse of one of its two component parts, ¢.e., the inverse of the production 
function in real terms; see curve F,. When he was discussing his “‘ aggregate 
supply function ” on p. 25 of The General Theory, Keynes must, of course, have 
had in mind the traditional theory of the firm. We may remember that the 
F,-curve in Fig. 7 is implied by the genuine Keynesian Z-curve in Fig. 5. We 
can say that both the Pinxten and Declerq Supply Curve and one component 
part of the Familiar Supply Curve are depicted by F,(Y,) in Fig. 7. Their 
analytical meaning is none the less essentially different: while in the Pinxten 
and Declerq interpretation this curve is used in order to let the equilibrium 
value of Y, be determined by the maximum of macro-profits, its “ familiar ” 


use involves just to let the equilibrium value of Y, be determined by the 
equilibrium condition P, = P™*,,, 
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But this argument is essentially a more refined reformulation 
of, for instance, the passages which I have quoted in § 5 from 
pp. 77 and 55 of Keynes’s book. I think that we are now justified 
in formulating the following Proposition, which is intended to 
fortify Proposition II : 

Proposition XII: Keynes’s General Theory implies the 
Familiar Supply Function : this is the second reason why Patinkin’s 
complaint that the supply side of the system is neglected in traditional 
Keynesian economics is not legitimate. 

We may add to this the following, which intends simply to 
emphasise a point already brought forward by Patinkin himself; 
though the simplified analysis of Fig. 2 may help in getting across 
some of the basic ideas involved in Keynesian economics, a more 
generalised model—for instance, the one reproduced above— 
should be used for purposes of serious analysis. This model 
shows very clearly that Keynes followed Marshallian and even 
Walrasian—Paretian tradition in respect of his theory involving 
both demand and supply functions. 

In summary, we have now distinguished six supply functions 
in Keynesian literature: the Genuine Keynesian Supply Func- 
tion, the Original.and the Reinterpreted Patinkin Supply Function, 
the Familiar Supply Function, the Dillard Supply Function and 
the Pinxten and Declerq Supply Function. However, only the 
Genuine Keynesian Supply Function, the Reinterpreted Patinkin 
Supply Function and the Familiar Supply Function appear to be 
valid concepts. 

Only two problems now remain. First, what is the connection 
between the Patinkin Supply Curve and the “ Familiar Supply 
Curve ” ? 

Don Patinkin states! that this Familiar Supply Function 
differs from what I have called the Patinkin Supply Function 
only in this one respect, that it is now possible to drop one of the 
special assumptions made in the cadre of our Fig. 2:? that is to 
say, the two functions are essentially one and the same. If there 
were nothing more to it than that, the Patinkin Supply Curve 
would, according to Proposition XII, contain no fresh thought. 
There is, however, something more to be said, provided we under- 


1 Patinkin, “ Involuntary Unemployment,” p. 380. 

2 To wit, that the real wage level be constant. In § 2 I pointed out that 
Patinkin’s special assumptions need not trouble us here, since they are not 
relevant to my argument. I showed also that a constant real wage level would 
cause the so-called Reinterpreted Patinkin Supply Curve to be horizontal (see 
Fig. 2). 
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stand the Patinkin Supply Curve in its “ reinterpreted ” version 
(see Proposition I and the subsequent text of § 2). 

We should remember that the Reinterpreted Patinkin Supply 
Curve was obtained in the simple model of § 2 by substituting 
the value of the supply function of labour (2.6) into the production 
function (2.5). Of course, the same procedure may be applied 
to the generalised model of § 6: in the latter model, the Re- 
interpreted Patinkin Supply Function is obtained—roughly 
speaking—by substituting the supply function of labour (6.5) 
into the production function (6.2). Hence: 

Proposition XIII: The Familiar Supply Function and the 
Reinterpreted Patinkin Supply Function are fundamentally 
different : the Familiar Supply Function is obtained by substituting 
the demand function for labour into the production function, whilst 
the Reinterpreted Patinkin Supply Function is obtained by sub- 
stituting the supply function of labour into the production function. 

Secondly, what is the usefulness of the Reinterpreted Patinkin 
Supply Function? It was shown in § 2 that in the simplified 
model of Fig. 2 this usefulness is threefold : (1) it is an expedient for 
defining unemployment quantitatively ; (2) itis a device for defining 
involuntary unemployment qualitativeiy; (3) it makes the com- 
parison of Pigovian and Keynesian economics somewhat easier. 

In the generalised model of § 6, however, its usefulness is less 
obvious. A potentially existent unemployment has already 
been defined in (6.6), if and when this equation does not hold 
(the case of inconsistency of the model): (1) The volume of 
unemployment is defined by the difference between the numerical 
values of Nyz and N; (2) unemployment is qualitatively defined 
as involuntary, since the actual volume of employment is Nz and 
not Nrz, so that workers are not on their supply function (6.5) ; 
(3) the comparison of Pigovian and Keynesian economics is 
made fairly easy by use of the generalised model: Pigou states 
that potentially existent inconsistencies of the model will always 
be ruled out automatically under the influence of price- and 
interest-adaptations : whilst the position of Keynesian economics 
is that this result will generally not be accomplished, since price- 
and interest-elasticities are too small for this.1 We may therefore 
conclude that : 

Proposition XIV: The Patinkin Supply Curve, even in its 


1 That is to say: this is the position of short-run Keynesian economics as 
it now stands. Keynes himself was perhaps slightly more optimistic about the 
interest-elasticity of the investment function; but he was not at all optimistic 
about price-elasticities. 
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“* Reinterpreted ”’ version, is a superfluous concept in the cadre of a 
generalised Keynesian model: it does not add anything new to the 
complete system of Keynesian economics. This is in full accordance 
with the statement of Proposition XII. 


§ 7. ConCLUDING REMARKS 


Propositions II, XI and XII may be said to constitute the 
major results of this paper. The other Propositions are of a 
secondary nature. They serve on the one hand as necessary 
preliminary remarks and comments on the way to the three main 
Propositions; on the other, they embody an attempt to evaluate 
other writers’ positions in this difficult and obstacle-ridden field. 

F. J. DE Jone 
The State University of Groningen, 
The Netherlands. 




















RENT CONTROL AND HOUSING POLICY 


1. THE Government’s proposals for the amendment of the Rent 
Restriction Acts and other Housing legislation, set out in a White 
Paper published as Cmd. 8996 of 1953, deal only with a limited 
number of the problems now existing. The policy of allowing 
increases in rent to offset the higher cost of repairs, increasing 
Local Authorities’ powers to see that repairs are done and accel- 
erating slum clearance should lead to some improvement in stand- 
ards of maintenance of those houses which are still fit for use and 
to a more rapid rate of replacement of the remainder. The 
statutory deductions from gross rateable value, which are the 
basis of the increase of rent to be ailowed, were described by the 
Marley Committee in 1931 as rather high, if regarded as solely for 
repairs (Cmd. 3911, para. 63), and increases equal to twice these 
deductions should fairly represent the rise in repair costs in most 
cases. The proposed ceiling to rents of twice gross rateable value 
will, however, make some of the actual increases less than 200% 
of the statutory deductions, and landlords who bought high- 
rented property for prices related to rents charged may still be 
unable to carry out repairs and receive reasonable net returns on 
their money investments. Generally, however, Local Authori- 
ties will probably feel that they can now use their powers to 
compel landlords to do essential repairs, and the stringent require- 
ments which landlords have to meet before they can increase their 
rents, while they may deter some landlords from seeking to impose 
the increases authorised, should in other cases help to ensure that 
some of the more urgent work is shortly put in hand. The new 
provision empowering Local Authorities to take over derelict 
houses at site value, even though they cannot necessarily under- 
take to re-house the occupants within any stipulated time, is a 
useful addition to their powers, and should strengthen their hands 
in dealing with the minority of thoroughly bad landlords. The 
proposals relating to grants for improvements and conversions 
are another welcome feature of the new plans: it was never 
reasonable to expect landlords to spend money on unprofitable 
houses in return for increases in rent equal to 6% on their outlays, 
and the 8% now proposed is more realistic. 
In short, if the Government proposals are regarded simply as 
measures designed to bring about some improvement in standards 
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of maintenance over the next few years, they appear to be reason- 
ably adequate for this limited purpose. It is true that many an- 
omalies will remain, but in view of the immediate need for action 
to check the deterioration of houses, and of the political objections 
to increases in rents not clearly related to the cost of repairs, it is 
difficult to see what better basis for an emergency increase could 
have been devised. But there are other, and equally urgent prob- 
lems confronting us in housing to-day, and it is on the score of 
their inadequacy as a comprehensive long-term policy, rather 
than for their shortcomings as a rescue operation, that the 
Government proposals can legitimately be criticised. 

2. The chief burden of criticism must be that the proposed 
reforms do not appear likely to do anything to reduce the existing 
misuse and misallocation of houses, which is an important by- 
product of control in its present form. If rents are controlled 
below the levels which would equate demand to supply in a free 
market, while landlords are free to sell their houses at uncontrolled 
prices when they recover possession, it is not to be expected that 
many empty houses will be available to let. When existing 
tenants are protected against eviction, but are unable to assign 
their tenancies to other persons, they will in these circumstances 
face considerable financial loss if they move. Thus the mobility 
of labour is reduced, relatively prosperous tenants live in cheap 
houses while poorer people pay higher rents for furnished accom- 
modation or new Local Authority dwellings, and the actual cost of 
living for some workers is arbitrarily lower than it is for others. 
As time goes on, an increasing number of parents will suffer from 
the scarcity of houses available to let, while the number of pro- 
tected tenants with dependent children must fall. Increasing the 
number of Local Authority houses does not provide an acceptable 
solution to this problem, for two reasons. In the first place, even 
if the present rate of building is maintained, it will be many years 
before new houses can be made available to all who require them. 
Secondly, it would be extremely wasteful to try to build new 
houses for all those who are likely to require houses to rent in the 
foreseeable future, since plenty of accommodation for them 
exists, or rather would exist if it could profitably be let. What is 
required is not a further increase in the rate of new construction, 
but a more economic use of existing houses. This will not be 
achieved by increases in controlled rents, unless they are raised to 
levels which would equate demand in a free market to the supply 
of houses available. Such an increase, which would be tant- 
amount to decontrol, would be unlikely to commend itself to a 
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democratic government interested in its re-election, and may 
therefore be ruled out for the present. 

3. That the increases now proposed will still leave a wide gap 
between controlled rents and free-market levels is abundantly 
clear. The maximum increase to be permitted is one which will 
make the total rent of a house equal to twice its present gross 
rateable value. According to the White Paper, two-thirds of the 
houses at present controlled have gross values less than £20, 
while only about one million, representing something like one- 
sixth of the total number, are assessed at £30 or more. In rural 
areas there are large numbers of houses whose gross assessments 
are under £10. In the light of these figures, and bearing in mind 
that the imposition of the maximum permitted increase of twice 
the existing statutory deduction will leave many rents below 
200% of gross rateable value, it is clear that controlled rents of the 
majority of privately owned houses will still be well under 15s. per 
week, while only the minority assessed at £30 or more will have 
rents equal to or greater than the subsidised rents of new houses 
built by Local Authorities. A high proportion of the houses in the 
higher ranges of rateable value are in the London area, and almost 
all of them are now occupied by middle-class tenants, and will 
inevitably be sold to owner-occupiers when they fall vacant, so that 
we may say with confidence that no houses of the type normally 
rented by wage-earners will have controlled rents comparable with 
the rents of new Local Authority houses. 

An analysis furnished by the Ridley Committee in 1937 of the 
average rents of houses in urban areas of England and Wales out- 
side London with rateable values within the compounding limits 
shows that 57% of these houses were then let for an average net 
rent of 6s. per week, while the average rent of most of the remain- 
der was about 7s. 6d. Within these limits of rateable value, only 
8% of houses, built after 1919, had average weekly rents as high 
as 10s. As no rent can increase by more than 80% of gross rate- 
able value, and as actual rents usually exceeded rateable values 
before the war, the increases now proposed will bring these rents 
in most cases to between 10s. and 15s., the average being nearer to 
the former figure. Rents in London were rather higher than 
those considered by the Committee in forming their estimate, but 
rents in rural areas were considerably lower. 

4. If increases in controlled rents larger than those now pro- 
posed are ruled out by political considerations, some further 
action will be necessary to restore mobility and encourage landlords 
to re-let houses which fall vacant. Some interesting suggestions 
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have been made since the war, notably by Mr. Harrod in his book 
called Are These Hardships Necessary ?, published in 1947, and 
Professor Paish, in an article published in Lloyds Bank Review for 
April 1950. Mr. Harrod suggested that rents should be de- 
controlled, and that a tax of 100% should be levied on rent 
increments for a period of ten years, the proceeds being returned 
to existing tenants in proportion to the increases in their rents, 
whether or not they remained in possession. A man at present 
paying a controlled rent of 10s. per week would, if his rent were 
increased to 25s., receive a subsidy of 15s. per week for ten years. 
This would protect him from hardship and at the same time make 
it possible for him to move to another house at 25s. per week 
without loss, or to a smaller house at, say, 20s., with some finan- 
cial advantage. This plan was criticised by Professor Paish on 
three grounds. First, it would do nothing for ten years to enable 
landlords to meet the higher cost of repairs. Secondly, it would 
perpetuate the existing random subsidy to tenants and, thirdly, 
it would make their privileged position more explicit, and there- 
fore more objectionable, than it is at present. It may be ques- 
tioned whether it is in fact better that positions of unjustifiable 
economic privilege should continue to be concealed than that they 
should be made explicit, but Professor Paish’s other objections 
appear to have substance. Difficulties might also arise if, during 
the ten-year transition period, some rents rose while others fell: 
the proceeds of the tax would vary, and some tenants’ subsidies 
might become inappropriate to their needs. 

Professor Paish’s own scheme, for allowing rents to rise to their 
natural levels and imposing a partial tax on increments in order to 
provide higher pensions and allowances and to reduce taxation on 
incomes other than rents, is also open to criticism. In the first 
place, any substantial addition to the already heavy burden of 
taxation and social expenditure is surely in itself a thing to be 
avoided as far as possible. Secondly, with the best will in the 
world, the scheme would be bound to work inequitably in many 
cases. Rents would rise more sharply in some areas than in 
others and, after all adjustments had been made, some people 
would find themselves worse off than they are at present. Owner- 
occupiers who have paid high prices for houses since the war would 
have good cause for complaint if they found themselves worse off 
after paying the new tax on their houses which, according to 
Professor Paish, they should pay to offset the increased social 
benefits they will enjoy in common with tenants. 

The suggestion that controlled dwellings should be taken over 
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by Local Authorities has its attractions, but is not examined in this 
paper, whose purpose is to discuss possible methods of control of 
rent on the assumption that houses remain privately owned. 

5. If these suggestions are unacceptable, other ways of achiev- 
ing the same ends should be examined. The decontrol of houses 
when landlords lawfully recover possession has some advantages 
as a long-term solution; it would ensure that, over time, some 
privately owned houses became available to let, while no existing 
tenant would have his rent increased. But both the Marley and 
the Ridley Committees, which considered the question in 1931 and 
1937 respectively, were of the opinion that this method of de- 
control, which had been introduced by the Rent and Mortgage 
Interest Restrictions Act of 1923, had serious disadvantages. The 
Marley Committee thought it appropriate for large houses, which 
might be held for sale when they fell vacant, but found that it led 
to large increases in the rents of small houses and had an im- 
mobilising effect on their tenants. The Ridley Committee were 
of the opinion that decontrol by possession was wrong in principle, 
because the small number of houses normally falling vacant in any 
district over a limited space of time made it easier for landlords to 
exact scarcity rents, and this method of decontrol, which had 
ceased to apply to houses below certain limits of rateable value in 
1933, was abandoned in 1938. 

When the Marley Committee reported in favour of reinstituting 
control over the rents of small houses, they were influenced by the 
belief that control could be effectively maintained because houses 
of this class were not usually held for sale at the time (Cmd. 3911, 
para. 47). To-day, almost all empty houses are held for sale by 
their owners, and control over their rents can be effective only if 
steps are taken to prevent this happening. It would be possible 
to give Local Authorities statutory powers to acquire by com- 
pulsory purchase, at reasonable valuations, all empty controlled 
dwellings which they thought should in the public interest be re-let. 
Registers of controlled property could be compiled, and landlords 
required to inform Local Authorities when houses fell vacant 
before offering them for sale. Whether such a provision would in 
the long run work altogether to the public advantage must be 
a matter for judgment: there are objections to giving Local 
Authorities monopolistic powers in connection with the provision 
of housing. If regulations to enforce this policy were made, they 
should be applied only to houses in the lower ranges of rateable 
value, of a type appropriate to the needs of those who cannot afford 
ownership. If Government policy is aimed at encouraging all 
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who can afford to buy and maintain their own houses to do so, it 
seems pointless to attempt to force the re-letting of houses 
suitable for middle-class occupation. 

The latter consideration makes it difficult to agree with the 
Marley Committee in recommending the method of decontrol by 
possession for houses in the higher ranges of rateable value. If 
landlords were able to choose between selling and letting such 
houses in a free market, they would naturally choose the more 
profitable alternative, and the number of houses offered for sale 
would be smaller, and prices higher, than at present. This would 
be detrimental to the interests of most members of the middle class, 
who nowadays appear to prefer ownership to paying rent. 

The method of decontrol by possession might, however, be 
applied to flats with some advantage. Flats are not usually sold 
outright when they fall vacant, but are more often furnished by 
their landlords and either re-let at uncontrolled rents or let at 
their controlled rents to tenants who are willing to buy their con- 
tents at rather optimistic valuations. People who prefer their 
own furniture would be better off if some unfurnished flats were 
available to let, even if rents asked were fairly high. There is also 
something to be said in favour of making existing controlled rents 
cease to apply to houses occupied by their owners. Most owner- 
occupiers are not capitalist entrepreneurs who normally let houses 
for gain; the houses which they occupy are often their principal, 
if not their only, capital assets. Some of these houses are mort- 
gaged for amounts related to their contemporary market values, 
and their owners could no more afford to let them at pre-war money 
rents than wage-earners could afford to work for pre-war money 
wages. Owners of houses which have not previously been let are 
permitted to ask Rent Tribunals to fix reasonable rents for their 
houses, if they wish to let them, and there is a strong case for 
extending this method of control to all houses now occupied by 
their owners. Whether any house happens to have been let before 
is not relevant to the determination of the rent for which its present 
owner may reasonably be expected to let it without loss to himself. 

6. None of the above proposals would do much in the short 
period to increase the mobility of those at present paying con- 
trolled rents. Since it is clearly impossible to arrange that the 
supply of houses offered to let at pre-war rents should be equal to 
the demand of people receiving post-war incomes, it follows that 
existing tenants will be able to move without financial loss only if 
they are able to exchange tenancies with other persons or to assign 
their tenancies to third parties in return for sums of money which 
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will compensate them for the loss of their present privileged posi- 
tion. Unfortunately, while tenants of controlled dwellings at 
present enjoy effective protection against eviction, no provision 
exists for the exchange or assignment of tenancies. While rents 
are controlled at uneconomic levels this is not unreasonable : the 
windfall profit which a landlord receives when his tenant dies or 
moves is some sort of compensation for losses incurred while his 
houses are let. But if controlled rents were raised to remunerative 
levels, landlords could reasonably be required to contract to let 
their houses for fixed periods and to re-let them at the end of those 
periods if the necessity for control remained. If tenants held 
leases, which they could assign to other persons either in exchange 
for leases of other houses or for money payments, their mobility 
would be effectively restored. It is therefore suggested that in- 
creases in controlled rents should be made conditional on land- 
lords’ willingness to offer their tenants new leases, conforming to 
certain statutory requirements. A standard form of lease agree- 
ment for controlled property might be drawn up, limited as to 
duration and containing provisions generally similar to the condi- 
tions now governing statutory tenancies. Such leases should not 
contain any restrictions on assignment, and landlords should not 
be allowed to evict tenants for breaches of conditions without the 
order of a Court. Future control might then take the form of 
giving tenants a right to the renewal of leases on expiry, unless 
otherwise ordered by the Courts. Control could be modified from 
time to time by varying the conditions on which the Courts could 
authorise changes in rents or conditions of tenure, and the grounds 
on which landlords might claim possession on the expiry of leases. 
Decontrol, if and when it became appropriate, would simply 
restore to landlords their ordinary right to possession of their 
properties when leases expired. 

Tenants who did not wish to sign lease agreements should not 
be forced to do so, but should retain their existing rights as 
statutory tenants for the time being. Landlords should be per- 
mitted to recover possession from these tenants as houses fell 
vacant, as they now do. Most tenants who foresaw that they 
might wish to move at some future time would obviously find it to 
their advantage to sign leases: the lease of a house let for a rent 
below its market value is decidedly more of an asset than a 
liability. 

7. Landlords who did not wish to grant new leases might be 
permitted instead to offer houses for sale to their sitting tenants at 
prices not exceeding either an appropriate multiple of the existing 
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rent, or net rateable value, or the valuation of an independent 
mortgagee. The latter condition would ensure that lack of capi- 
tal would not prevent a tenant from buying his house, while the 
former would ensure that mortgage repayments were reasonably 
related to existing rents. Whether rent or rateable value affords 
the better criterion of value is a matter for judgment: one way 
would help to even out rental anomalies, and result in prices in 
some ways more fair to tenants, while the other would give land- 
lords more exact compensation for loss of actual rent. When the 
new valuations for rating now being made become effective, these 
would probably afford the best criterion available. 

Many controlled dwellings have in recent years been sold to 
their sitting tenants for prices well below their present-day market 
values with vacant possession, and it seems desirable to encourage 
this tendency. It has the advantage that tenants recover their 
mobility, and landlords receive compensation, on terms mutually 
satisfactory to both parties. Landlords who refused to make their 
tenants offers of either lease or sale on the conditions laid down 
should not be allowed to increase their rents. If they consider 
that they are better off as they are than they would be if they sold 
or leased their houses on terms such as those outlined above, they 
cannot be said to be suffering undue hardship from the present 
working of control, and can be expected to keep their houses in 
order in their own interests, since they must, if they are acting 
rationally in refusing to lease or sell houses to tenants, be looking 
forward to the time when they will recover possession and either 
live in the houses themselves or sell them in the free market. 

8. Reform on these lines would have the advantage that ten- 
ants would receive something of value if their rents were increased, 
so that it could not be represented, as the proposal simply to in- 
crease rents has been represented in some quarters, as a partisan 
measure designed to benefit landlords. If, however, landlords are 
to be prevented from recovering possession of their houses, and 
holding them for sale, when tenants vacate the houses they now 
occupy, it will be more than ever necessary to adjust controlled 
rents in such a way as to remove the anomalies which now exist. 
These have arisen largely as the result of various schemes of 
partial and piecemeal decontrol between the wars, and also to some 
extent because valuations for rating have not kept pace with 
prices. The latter cause will make the controlled rents of many 
houses in rural areas inadequate in many cases, even when the 
proposed increases have become effective. Some rural cottages 
have gross assessments as low as £6, on which the statutory deduc- 
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tion which is the basis of the proposed increase is only £2. It has 
been pointed out in several quarters that an increase of £4 per year 
in the rents of these houses will not enable them to be kept in 
proper condition if their owners are to get anything out of them 
at all. 

In their White Paper the Government refer to the new valua- 
tion for rating purposes now being made, and suggest that this may 
provide some guide to proper maximum rents in a future period if 
control remains necessary. As control over the rents of some 
houses was still regarded as necessary twenty years after the end 
of the First World War, which occasioned less destruction of 
property and was followed by a smaller degree of inflation than 
the Second World War, it seems optimistic to expect that the 
present necessity for control will disappear in the foreseeable 
future. Certainly it will not do so unless steps are taken to bring 
controlled rents up to levels reasonably related to present-day 
money wages and prices, and there is at present no sign of this 
being attempted. 

If control is to be maintained, it is desirable that new standard 
rents should be fixed for all houses as soon as possible. The new 
valuation referred to is to be based on rents normally obtainable 
in a free market in 1939 and, provided that due care is taken to 
avoid weight being given to abnormally high or low rents resulting 
from the retention of control over some houses and the piecemeal 
decontrol of others on possession, should provide an acceptable 
basis for a more rational rent structure than exists at present. 

9. The question of what is an appropriate relationship between 
current rents and rateable values based on hypothetical 1939 rents 
is slightly complex. If the Government adheres to its present 
policy of allowing increases only on account of higher repair 
costs or expenditure on improvements, refusing to countenance 
any general increase in landlords’ net money incomes, the pre-war 
cost of repairs will presumably still have to be the basis of incre- 
ment. The existing statutory deductions may not, however, be 
satisfactory for this purpose. The revision of assessments will 
clearly entail some considerable changes in rateable values, and 
the consequent changes in statutory deductions, which are based 
on a sliding scale, wili not be proportional. To the extent that the 
Government are justified in their assumption that existing deduc- 
tions did in fact correspond to the actual cost of keeping houses 
in repair in 1939, a distorting factor would be introduced if assess- 
ments were changed unless appropriate changes in the scale of 


statutory deductions were made at the same time. 
No. 253.—voL. LXIv. D 
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The present scale allows deductions in respect of repairs varying 
from one-fifth of gross rateable value for houses assessed at £50 
per year or more to approximately two-fifths for those assessed at 
£20 or under. Actual rents charged generally exceeded gross 
rateable values in varying proportions, and the Marley Committee 
estimated that the average incidence of repair costs on the rents of 
small houses was about one-third. They found that the average 
cost of repairs in 1931 was equal to about 50% of 1914 rents (Cmd. 
3911, para. 65). Rents of houses which remained controlled had 
been increased by 40° under the Act of 1920, while a number of 
small houses had become decontrolled after 1923, and their rents 
were on average about 25% higher than the rents of similar houses 
remaining under control. If new rateable values were calculated 
on the basis of actual rents charged, the present allowance of 40% 
would be nearly correct in the case of houses whose rents were 
still controlled in 1939, but would be excessive in the case of most 
of those which had by that time been freed from control, especially 
in the London area, where the increase in rents on decontrol 
appears to have been rather higher than in the provinces. The 
Ridley Committee found that rents of decontrolled houses whose 
rateable values fell within the compounding limits had an average 
range of 12s. 6d. to 13s. Od. in Greater London, compared with an 
average of 8s. 6d. to 9s. for houses remaining under control. 
Outside London the comparable figures were 7s. to 7s. 9d. for 
decontrolled houses in urban areas as compared with 5s. 6d. to 
6s. 2d. for controlled houses, and 5s. 9d. to 6s. compared with 
4s. 6d to 4s. 10d. in rural districts. If we take the figures for the 
uncontrolled houses as representing rents normally obtainable in 
a free market at the time, since this is supposed to be the basis of 
the new assessment, it is plain that an allowance of one-third 
comes nearer to representing the existing statutory deductions of 
£4 to £6 per year allowed on most of these houses than would an 
allowance at the present rate of two-fifths. As the cost of repairs 
is now about three times what it was in 1939, it follows that rents 
of small houses should exceed their average 1939 rents by about 
two-thirds, rents of larger controlled houses being increased in 
smaller proportions on asliding scale. The figures provided by the 
Ridley Committee suggest that the new rateable values of the 
smaller pre-1914 houses would range from about £22 to £34 in 
Greater London, from £14 to £21 in other urban areas of England 
and Wales and from £11 to £16 in rural districts if the revised 
assessments were based on actual rents charged, the lower figure 
being slightly higher in each case if the rents of those houses which 
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remained controlled were scaled up to correspond with rents 
charged for decontrolled houses of the same type. Small houses 
built between the wars would have slightly higher assessments, 
the average net rent of those in urban areas outside London being 
in 1937 about £26. 

Increases equal to two-thirds of these gross values would 
correspond roughly with the actual rise in maintenance costs out- 
side London, but if applied to the more expensive houses of this 
type in Greater London would appear to be rather high for our 
present purpose, involving, as it would, increases of £22 per year 
for some of the London houses compared with a range of £10 to £14 
in other urban areas. It would therefore seem appropriate to 
restrict the maximum increase of two-thirds to houses whose 1939 
rents did not exceed £25, which would include most of the smaller 
and older houses in the provinces and some of the less-expensive 
ones in London, and begin to scale down allowances at this point. 
An increase of 50% might be appropriate for houses with 1939 
rental values between £25 and £40, falling to 40% or less for the 
larger houses. 

10. It might seem more rational to increase statutory deduc- 
tions to make them represent the actual cost of repairs to-day, 
instead of attempting to reduce them so that they do not exceed 
estimated costs in 1939. But it should be clear that, if this were 
done without similarly scaling up gross values, net rateable values 
would be sharply reduced and would in some cases fall to zero. 
The objection to scaling up gross values is that, if controlled rents 
are to be related to these values, the result would be an equipro- 
portional rise in all rents over their average 1939 levels, which is 
contrary to present Government policy. If public opinion could 
be persuaded that houses owned by private landlords are different 
from gilt-edged securities, the simplest way to go about the prob- 
lem would be to double the new assessments, when they are made, 
and make these new gross values the controlled rents for all future 
lettings, adjusting the scale of statutory deductions so as to allow 
for the cost of repairs to-day. An increase of this sort would leave 
both the net real incomes of landlords and the proportion of wages 
spent on controlled rents considerably lower than they were in 
1939, while retaining the existing proportionality between rents of 
houses of different types. The later point is important if it is 
hoped to bring about a situation where people living in unneces- 
sarily large or well-situated houses will have adequate incentive to 
move to other dwellings, so as to leave large houses and houses in 
industrial districts free for large families and industrial workers. 
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The slight increase in landlords’ net money income, though it 
would not fully compensate them for the decline in the purchasing 
power of money since 1939, would give them a better incentive to 
keep their property in order without continual pressure from 
Local Authorities, and so might be expected to produce higher 
standards of maintenance. Obviously, the greater the proportion 
of his rent a landlord is expected to spend on repairs, the more 
reluctant he is likely to be to spend it. A 100% increase in average 
1939 rents would considerably narrow the existing gap between con- 
trolled rents and rents of Local Authority houses, and make the 
restoration of free-market conditions much easier. It would also 
be an advantage in that it would protect untypical landlords, who 
are always likely to suffer from nicely calculated adjustments 
based on the case of typical landlords, from the injustice of having 
their net money incomes left lower than in 1939. The fact that a 
house may have been let at a rather high rent in 1939 does not 
necessarily make its present landlord an extortioner : he may have 
bought it from an earlier landlord for a price related to its actual 
rent. The guilty party, if there can be said to be one, is the land- 
lord who originally raised the rent, but it is hardly possible to start 
looking for him after the lapse of perhaps a quarter of a century. 
11. If action on the lines suggested above were taken, it should 
be possible for existing privately owned rented houses to be kept 
in repair while they last, and for a large number to be kept avail- 
able at rents which wage-earners can afford to pay. It cannot be 
supposed, however, that any considerable number of new houses 
for letting will be built by private enterprise, in competition with 
subsidised building by Local Authorities. If large-scale building 
by Local Authorities for letting is continued, most people within 
the next generation will find themselves faced with a straight 
choice between buying a house or renting one from their Local 
Authorities. At present, tenants of Local Authority houses are 
subsidised, while owner-occupiers have to pay income tax on the 
net value of their houses. The continuation of this form of taxa- 
tion, so far from raising revenue, is likely to prove a source of loss 
to governments in the future, since anything which increases the 
cost of owning a house will tend to increase the numbers applying 
for subsidised accommodation. A policy of subsidising some 
houses and taxing the remainder might be rational in a community 
divided clearly into two groups, consisting of poor people whose 
cottages ought to be subsidised and rich people whose mansions 
should be taxed, but the existence of a middle class makes it in- 
appropriate. In order to keep the cost of providing subsidised 
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accommodation within bounds, we should do everything possible 
to keep down the cost of owning and occupying a house. If 
houses are necessities, regarded as proper objects for a subsidy, 
their ownership should not be taxed unless they are let for gain. 
If it is thought proper to continue to tax luxury houses owned 
by rich people, a deduction from gross rateable value should be 
allowed, equal to the economic rent of an unsubsidised house of 
the type now built by Local Authorities. This would at any rate 
ensure that wage-earners who preferred to own their houses were 
not penalised for failing to take advantage of the subsidy available 
to tenants. 

12. The objection that a scheme on the lines suggested would 
enable existing tenants to make money in undesirable ways, by 
disposing in the free market of leases and houses acquired either 
for nothing or at controlled prices, is less serious than might be 
supposed. Most people doing this would have to obtain other 
accommodation for themselves, and would be unlikely to make any 
substantial money profit on the whole transaction. People who 
move to smaller or less-convenient houses ought to make some 
money profit, if good use is to be made of existing housing. It 
might be wise, however, to provide that leaseholders applying for 
re-housing to their Local Authorities should hand over their 
leases, and that owner-occupiers should similarly offer their houses 
for sale to Local Authorities at an independent valuation. In 
addition to preventing people from securing money profits at the 
expense of tax-payers, this provision would make it possible for 
Local Authorities to provide additional housing at rents generally 
lower than the economic subsidised rents of new houses, with some 
advantage to the poorer applicants. Relatively prosperous ten- 
ants, and large familes, could then be re-housed in new dwellings 
by their Local Authorities, their old houses being made available 
by the same bodies to poorer people and those with smaller 
families. 

13. The proposals contained in this paper may be summarised 
as follows : 

(i) Rents of controlled houses should be increased only where 
landlords are willing either to make their tenants offers of sale 
at controlled prices, or to offer new leases conforming to certain 
statutory requirements designed to protect tenants. 

(ii) Tenants should be free to assign their leases to other per- 
sons, but tenants applying for subsidised municipal accommoda- 
tion should be required to surrender their leases to Local 
Authorities. 
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(iii) While control remains necessary, tenants should have the 
right to the renewal of leases when they expire. 

(iv) Rents of flats should be decontrolled when landlords 
recover possession, and reasonable rents for houses at present 
owner-occupied should be determined by Tribunals, whether or 
not the houses have been let before. 

(v) When the new valuations for Rating are complete, new 
standard rents based on these valuations should be fixed for all 
houses which it is proposed to retain under control. Some changes 
in the scale of statutory deductions from gross value will be 
necessary when the new valuations become effective. 

(vi) It would make for a more economic use of housing if new 
rents were fixed by scaling up the revised valuations in a fixed 
proportion. 

(vii) To prevent the burden of housing subsidies from becom- 
ing excessive in the future it will be desirable to take measures, 
such as exempting owner-occupiers from Schedule A Income Tax 
liability, designed to keep the cost of owning a house as low as 
possible. 

J. L. Carr 


University of Reading. 











THE INTERPRETATION AND APPLICATION OF 
THE COMPENSATION PRINCIPLE ! 


THE postulate, first advanced by Kaldor * in 1939, that a policy 
shall be deemed socially desirable if the gainers from the policy 
can compensate the losers and have something left over of their 
gains, has been the cause of much discussion and the source of 
much confusion in econcmic literature since that time. A 
number of peculiarities concerning its operation have been 
pointed out, and some ambiguities uncovered as to just what is 
meant by it. The purpose of this paper is to treat the subject of 
compensation systematically, and to emphasise certain essential 
aspects of it which have either been taken for granted or over- 
looked completely in previous discussions. 

Throughout the discussion the conventional assumptions will 
be held to with regard to the convexity of indifference curves and 
of production frontiers; similarly, it will be assumed, in the 
production cases, that the amount of effort supplied, or the 
amount of leisure retained, remains constant. That is to say, 
indifference curves are assumed to be convex to the origin, and 
the production frontiers to be concave to the origin; and the 
production frontiers, or opportunity cost curves, are supposed to 
represent those that would obtain for a constant supply of the 
factors of production. The adoption of more general assumptions 
would greatly complicate the argument without altering its 
substance; and in this connection it should be kept in mind that 
the examples used are purely illustrative. 

It is suitable to take as a point of departure the treatment of 
the question of a social optimum given by Pareto.? Pareto 
observed that at a position where the optimum conditions of 
exchange and production were not being met, some or all con- 
sumers could be made better off without any being made worse 

1 I wish to thank Prof. Carl Christ for his advice and criticism during the 
preparation of this article. The conception of much that is in it arose as a 
result of conversations with Prof. Arnold C. Harberger. 

2 N. Kaldor, ‘‘ Welfare Propositions in Economics,’ Economic JOURNAL, 
Vol. XLIX (1939), pp. 549-52. The same postulate was implicitly argued by 
Hotelling in ‘“‘ The General Welfare in Relation to Problems of Taxation and of 
Railway and Utility Rates,” Econometrica, Vol. VI (1938), pp. 257 ff. Kaldor 
was, however, the first explicitly to raise it to the status of a “ principle.” 


32°V. Pareto, Manuel d’Economie Politique, 2d Ed. (Paris: Giard, 1927), 
pp. 148-9, 151, 354-5, 362 and 617-18. 
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off; whereas at a position where these conditions were being 
met no one could be made better off without making someone 
else worse off. For example, in Fig. 1, which represents a pure 
exchange situation,! at a point such as A, where the marginal 
rates of substitution between the two commodities X and Y are 
not the same for both consumers, some movement is possible 
such that both can be made better off: namely, a movement to 
any point in the striped area. At point B, where the marginal 
rates of substitution are equal, no such movement is possible. 
Pareto declined to discuss any movement by which one consumer 
was made better off at the expense of the other. This restriction 
implies that A can be compared with any point in the striped 
area (and found to be inferior), and B can be compared with any 
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point in the stippled area (and found to be superior);? but 
neither A nor B can be compared with either C or D, which are 
outside these areas. 

What has so far been said amounts to the well-known fact that 
if any two individuals differ in the relative valuations of any two 


1 Fig. 1 is a familiar Bowley ‘“‘ box diagram ”’ representing two individuals : 
the first individual’s income in X and Y is referred to the origin O, as are his 
indifference curves I,, I,, etc.; the second individual’s income is referred to the 
second origin P, as are his indifference curves J,, etc. Any point in the diagram 
represents a particular distribution of goods between the two individuals; for 
example, at point C the first individual has an amount of X represented by the 
abscissa of C, measured along OX, and an amount of Y represented by the 
ordinate of C, measured along OY. At C the second individual has an amount 
of X represented by the difference between C’s abscissa and that of P—that is, 
the horizontal distance from C to the right-hand side of the diagram; and he 
has an amount of Y represented by the vertical distance from C to the top of the 
diagram. The second origin P thus represents the total amounts of both goods 
received as income by both individuals, as referred to the first origin O. (For 
the present these total amounts are assumed not subject to change, by changes 
in production or the like.) 

2 In both cases the boundaries of these areas—the indifference curves passing 
through the point in question—are included as being comparable. 
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commodities, a trade can be arranged that will be mutually 
beneficial to both. After the manner of the principle of com- 
parative advantage in international trade, an intermediate rate 
of exchange for the two commodities can be found lying between 
the two differing relative valuations placed on them by the two 
individuals; and both will benefit by trade at that rate. This 
procedure will be pushed to the point where the two individuals’ 
relative valuations are the same (unless someone runs out of the 
commodity he is offering in trade, which would put them on the 
“border ” of the diagram); beyond such a point further trade 
cannot benefit both. A point at which the relative valuations 
are the same will be referred to as an “‘ optimal” point. Similar 
arguments apply to a situation which includes both production 
and exchange. 

Kaldor’s compensation principle is designed to make possible 
the comparison of points not comparable under the above reason- 
ing; for example, we may now adjudge point D to be superior 
to point A, since the person gaining by this movement could 
compensate the loser to the point H on J, (at which the loser 
would now be indifferent to the change) and still retain the 
improvement represented by the movement from the gainer’s 
indifference curve J, to his indifference curve J,. Similarly, 
points B and EF can be found superior to point C. By this reason- 
ing, it can be seen that every position satisfying the optimum 
conditions of exchange can be found to be superior to every 
position not satisfying them. 

Mention must now be made of comparing non-optimal posi- 
tions, such as A and C. It is in such comparisons that com- 
plications arise as to the meaning of compensation; for it can 
be seen that if A and C are compared as “ positions,” in terms of 
which we have so far been speaking, then A and C can be found 
to be mutually superior. A movement from A to C can be 
compensated by a movement from C to the optimal point Z£, 
which is superior to A: hence C is superior to A. A movement 
from C to A can be compensated by a movement from A to 
the optimal point D, which is superior to C: hence A is superior 
to C, and hence a contradiction. 

This result is a natural extension of what was said in the 
previous paragraph: namely, we have already seen that in a 
“ non-optimal ” position, i.e., one in which the two individuals’ 
relative valuations of the two goods are not the same, a trade can 
be arranged benefiting both. Since this applies at both of two 
non-optimal positions, and since we have placed no restriction 
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on the movements across the diagram referred to as “‘ com- 
pensation,” we can always find a point superior to any non- 
optimal point to which to move by way of compensation. It 
can be seen that this is the whole basis of the supposed contra- 
diction which has just been obtained. Since, on the other hand, 
no point “ superior ”’ to an optimal point can by definition exist, 
no contradiction will arise in comparing an optimal point to a 
non-optimal point: the optimal point will always be judged to 
be superior. 

This “ contradiction’ in comparing non-optimal points is 
conceptually indistinguishable from the one developed in a more 
complicated model by Scitovsky,! and represented in Fig. 2. 
Here the two individuals are given the opportunity to trade with 
the outside in the direction and extent of PP’, with the internal 


P 
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effect of changing income distribution so as to make the total 
movement a movement from A to B (the shift in J’s origin 
causing the shift down in J’s indifference curves). In comparing 
the positions A and B, we find that J can compensate J from B 
to the neighbourhood of the point D, and thereby induce him to 
accept the trade with the outside, whereas J can compensate J 
from A to the point C, and thereby induce him to refuse the 
trade with the outside. It can be seen that positions A and B 
are both non-optimal, since trading in the direction AD repre- 
sents an improvement from A, whereas trading in the direction 
CB represents a worsening from C; these opposite results derive 
from the fact that the slope of the tangency at A of J, and J, is 
steeper than PP’, whereas the slope of the tangency at C of I, 
and J, is equal to the slope of PP’. Given the opportunity to 
trade along PP’, C and D are optimal positions: at the income 


1 T. de Scitovsky, “‘ A Note on Welfare Propositions in Economics,” Review 
of Economic Studies, Vol. IX (1941-42), pp. 77-88. See also E. J. Mishan, 
“The Principle of Compensation Reconsidered,” Journal of Political Economy, 
Vol. LX (1952), pp. 312-22, especially p. 315. 
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distribution represented by C, no-trade would be optimal; 
whereas at the income distribution represented by A, trade from 
P to P’ with final distribution D would represent one possible 
movement to an optimum. As in the previous case of a closed 
system of two individuals, the possibility of a contradiction has 
arisen when we have undertaken to compare two non-optimal 
positions, and for exactly the same reason—i.e., a point superior 
to any non-optimal point can always be found. 

If we inquire about to what extent such contradiction is 
possible—for example, would it arise in the comparison of any 
two non-optimal positions ?—we shall find that our answer will 
depend on what is meant by compensation, and more particularly 
on what is meant by “ comparing two positions.”” We shall find 
that a very common-sense restriction on the notion of a “ position ”’ 
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to which compensation can lead us will narrow down the field of 
contradictions considerably; it is to this aspect of the matter 
that most of the remainder of this discussion will be directed. 
Consider first of all what might be meant by a compensatory 
movement. In Fig. 3, would the scope of ‘‘ compensation ” 
include movements from A to F, from A to H, and from A to D, 
or would it be restricted to the last? It can be seen that the 
movement from A to F is an exchange by which both parties 
benefit ; the movement from A to £ is still an exchange, but one 
party gains while the other is made worse off; whereas the move- 
ment from A to D (or any movement into the first or third 
quadrants from A, considered as the origin) is a unilateral trans- 
fer, which necessarily makes one party better off at the expense of 
the other. If compensation is meant to include all three types 
of movement, then it would follow that every non-optimal point 
and every other non-optimal point (including itself) are mutually 
superior; this nonsensical result would tend to indicate that the 
“ compensation principle ” is of no help at all in comparing non- 
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optimal positions. (The result would still stand that every 
optimal position is judged by the compensation criterion to be 
superior to every non-optimal position.) A tidier result is ob- 
tained if compensation is taken to exclude movements such as 
A to F (or A to B), from which both parties benefit, but to 
include all other movements. It would then follow that all 
non-optimal points not directly comparable by the Pareto 
criterion would be mutually superior to each other; for directly 
comparable points the familiar Pareto result would be unaffected. 
If compensation is taken to include only unilateral movements, 
such as A to D or D to A, the domain of possible contradictions 
is restricted somewhat, but not in any substantial amount nor 
in a way that can be considered helpful or meaningful. In short, 
as long as comparisons are being made between “ positions ” 
(such as A and D) without further restriction, it can be seen that 
the compensation principle is of little if any help for comparisons 
of non-optimal positions. 

Some recent articles on the problem of policy evaluation have 
thrown considerable light on the compensation question,’ and in 
particular suggest a more precise definition of the notion of com- 
pensation which will make the whole matter considerably more 
meaningful. In particular, the distinction needs to be drawn 
between “‘ position ” and “ policy situation,” the latter defining 
a whole set of possible positions that might freely be achieved 
by exchange (or production-and-exchange) by individuals, within 
a given institutional framework, starting from all possible dis- 
tributions of income (or resources). If this distinction is made, 
and if the scope of compensation is restricted to movements 
consistent with the given framework of policy and social institu- 
tions, it will be found that the “ contradictions ’’ spoken of up to 
this point will largely vanish, with only a few meaningful un- 
certainties remaining. 

Fig. 4 represents an attempt to illustrate the “situation ” 
notion in relating to the compensation problem. It is assumed 
that two individuals may be selected as “representative ”’ of all 


“ce 


1 Simon Kuznets, ‘‘ On the Valuation of Social Income—Reflections on Pro- 
fessor Hicks’ Article,” Economica, N.S., Vol. XV (1948), pp. 1-16 and 116-31; 
J. R. Hicks, ‘‘ The Valuation of the Social Income—A Comment on Professor 
Kuznets’ Reflections,” ibid., pp. 163-72; J. de V. Graaff, ‘On Optimum Tariff 
Structures,” Review of Economics Studies, Vol. XVII (1949-50), pp. 47-59; Paul 
A. Samuelson, “‘ Evaluation of Real National Income,” Oxford Economic Papers, 
N.S., Vol. 2 (1950), pp. 1-29. These articles discuss changes in the production 
frontier (and/or in the “‘ utility possibility ’’ function), including possible “‘ twists,” 
such that the new frontier is higher than the old in some places and lower in others 
(see below, pp. 50-1). 
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pairs (or groups) of individuals trading in a large competitive 
market, where the two individuals chosen find that the amounts 
they want to trade are just matched at the going market rate of 
exchange.! Their total initial incomes of both commodities X 
and Y are represented by the point P, and the distribution of 
initial incomes is represented by the point #. If the market rate 
of exchange is the slope of HF, both individuals will be satisfied 
by the transaction moving them from # to F. The locus AB 
shows all the possible points of mutual satisfaction, for various 
market rates of exchange, given suitable starting distributions of 
income. The “ situation ” as so far described is one of free trade 
of two individuals within a market situation. 


. p! 
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Now suppose that the initial total incomes were at P’ rather 
than P, with a distribution shown by the point U (Fig. 4), and 
suppose that a foreign invader imposes a tribute, or reparations 
payment, on this total market community, of which the two 
individuals are a part.” Further, suppose that the way in which 
this tribute is exacted is by an excise tax on trade in Commodity 
X, represented by the difference in slope between the lines UK 


1 The awkward device of selecting this “‘ representative pair” of individuals 
was necessary in order to make satisfactory diagramming possible; the diagram 
is purely illustrative, as it can be seen that the basic argument is independent of 
this selection of a special pair of individuals. 

2 This represents a new situation entirely—the previous argument having 
been used merely to define the “ contract curve” AB. Again a special restriction 
has been used, for the sake of diagramming, in supposing that the same two 
individuals may be used to represent all the alternative situations presented— 
whereas in general, of course, it could not be presumed that any pair of individuals 
could actually be found that would be matched as shown for even one of the 
situations. 
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and KC. Assuming that the amount collected in tax is MM’ of 
X, so that in the course of trade the second individual’s origin 
moves from P’ to P and his initial income point correspondingly 
moves to C (so that CU = MM’), the final equilibrium distribu- 
tion of commodities still remaining after trade in the two- 
individual system may be represented by the point K. All final 
situations of equilibrium between these two individuals in which | 
the amount of total income remaining between them is repre- 
sented by P are represented by GH, the locus of points at which 
the difference in marginal rates of substitution corresponds to 
the rate of excise tax. For a higher rate of excise tax (but the 
same amount of total collection—which would be the case if the 
initial distribution of incomes were suitably nearer the locus of 
final equilibria) the corresponding locus might be VQ. 

Now suppose that the X-sellers of the community could 
persuade the invader to take his tribute in the form of a head 
tax of UT (equals C7’) per person of X; the X-sellers could then 
“‘ compensate ”’ the Y-sellers by a gift of, say, 7'D of X per trader, 
and if the new market rate of exchange were DR, the equilibrium 
at R would leave the Y-trader shown just as well off as before, 
and would make the X-trader better off. Similarly, (if no “ gift 
tax ’’ were imposed) a change from a higher to a lower rate of 
excise would make possible the achievement of some point on 
GH instead of on NQ; and a compensation payment after the 
manner of 7'D would make it possible for someone to be better 
off without any being worse off. 

The substance of the results now obtained has a large element 
in common with that of the earlier discussion in connection with 
the Pareto criteria : an excise tax on one commodity necessarily 
has the effect that the relative valuations of the taxed and un- 
taxed commodities are at equilibrium different for different 
individuals—a long-familiar fact. Hence removal of the tax, 
without changing the total amounts of commodities possessed 
by members of the community, will make it possible for some to 
be made better off without any being made worse off. But what 
we are now doing is comparing points (along GH) for which the 
excise tax holds with points (along AB) for which it does not; or, 
in the second case, we are comparing points for the higher rate 
of tax with points for the lower rate. 

However, the set of alternative circumstances shown in Fig. 4 
now sheds light on the previously mentioned notion of a “ situa- 


1 It can be seen that since this argument holds for any given amount of tax 
collected, it holds in general; the amount collected must, of course, be kept 
among the “ other things equal.” 
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tion’ and of admissible compensation. A ‘“‘ sitwation” may be 
defined to be the set of institutional circumstances (in this case a 
competitive market plus one or the other forms of paying tribute) 
under which trade takes place. ‘‘ Compensation’’ may be defined 
to be a transfer (usually a unilateral one) which does not violate 
the assumed institutional circumstances—that is, compensation 
must not be such as to take the traders to a point which could 
not be achieved by (non-zero) trading, within the given institu- 
tional framework, from some possible initial income distribution. 
For example, without this restriction it might be argued that if 
an increase in the rate of excise (but with the same total collection 
as before) changed the initial income distribution and changed 
the equilibrium point from K to S, then the X-traders could 
compensate the Y-traders by the payment SR (after trade, rather 
than before it—something like an all-or-nothing bargain). Thus, 
since R is superior to K, it might be argued that S is superior to 
K. This gives a contradiction, since there is also some point 
better than S on the GH locus, which could be arrived at by 
(admissible) compensation from K, so that K is superior to S. 
The new restriction rules out this contradiction, and assures that 
as long as the locus of non-optimal positions achievable within 
one given “situation”? does not cross the locus corresponding 
to another, then no contradiction will arise when the compensa- 
tion principle is applied.+ 

No special difficulty attaches to extending this analysis to the 
case of production and exchange, shown in Fig. 6a. Here it is 
supposed that two individuals have transformation functions 
ST and UV.? If the individual with origin at O is a sufficiently 


1 The conclusion just reached must be qualified, because of a possible am- 
biguity which is illustrated in Fig. 5. There is nothing in the shapes of in- 
difference curves in general to prevent the loci GH and NQ from bending back on 
themselves, as shown, where each locus represents as before points of trading 
equilibria under a given rate of excise tax. (Again it is emphasised that equal 
amounts of tax are collected in all “ situations’ considered in the diagram.) 
In the case shown, if the two individuals trade along CM (as seen by the individual 
whose origin is O) the equilibrium point will be Z for the lower rate of tax. If the 
higher rate of tax were imposed, it is conceivable that a market rate of exchange 
might be established such that the point S would be the new equilibrium position, 
which is better for both individuals than is ZH. However, in the case shown, it 
would have been possible by trading from U to arrive at the point 7’, where this 
apparent contradiction of our previous result would not hold. The problem 
remains of getting from C to U without paying tax on the transaction. This 
case has been mentioned for the sake of completeness, although it can hardly be 
supposed to be of much importance. 

2 It is supposed that the two individuals form an isolated community. The 
existence of a “‘ perfect market ’’ is not needed here, as it was in the previous case, 
and is therefore left out for the sake of clarity. 
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good bargainer to specify the indifference curve J which he is to 
achieve as a result of production and exchange, then the equili- 
brium position may be found by sliding UV along S7’, keeping 
the two tangent, until the (equal) marginal rates of transformation 
(the slope of QW) are equal to the slope of tangency (RZ) of some 
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indifference curve J with J, at R. At this combination of out- 
puts it can be seen that the second individual will have the highest 
possible indifference curve for the given curve J of the first 
individual 1 (see swpra, p. 39). 
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The comparative effects of an excise tax and a lump-sum tax 
are illustrated in Figs. 6b and 6c, respectively. If a tribute is 
exacted from these two individuals in the form of an excise tax 
on the production of Commodity X, then each of the production- 
possibility curves will in effect be shrunk in the X-direction by 
an amount proportional to the amount of X produced (Fig. 6b). 

1 It can be seen that if some other indifference curve than J for the first 
individual had been specified, tangency would in general have occurred at some 
other slope; hence the equilibrium amounts of production depend on the dis- 


tribution of income. The “ contract curve ’’ would therefore not be the locus of 
tangencies of indifference curves in their present position in Fig. 6a, except at R. 
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For example, if the first individual (transformation function S7') 
produces the amount of X indicated by Q, his tax is QQ’; whereas 
if he were to produce O7' units of X (and no Y) his tax would be 
the larger amount 7'7”; and if he produced no X (at S) he would 
pay no tax. (Similarly, for MV as compared with UV.1 P’P, 
or V’V, would be the total amount of tax paid by both individuals 
if the production equilibrium were at Q.) It can be seen that the 
consequence of this will be that the slope of the tangency at Q’, 
which is the “ production ” slope as seen by the two individuals, 
will be different from the slope of the tangency at Q. 

If, on the other hand, the tribute is in the form of a lump-sum 
tax of the same total as before (P’P, of which the first individual 
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is assumed to pay QQ’, as before), then the effect will be a hori- 
zontal shift of each production-possibility curve by the amount 
of the tax, without changing its shape (see Fig. 6c). Conse- 
quently, the slope of the tangency at Q’ will be the same as the 
slope at Q, in this case. 

If it now be supposed that the situation shown in Fig. 6a is 
that which obtains as seen by the two individuals when paying 
tribute in the form of a production tax on one of the commodities 
(as in Fig. 6b), the extension of our previous result concerning 
excise taxes is straightforward. As before, the slope of RZ must 
be equal to the slope of QW if the second individual is to have 
maximum satisfaction for the given satisfaction level J of the 
first. Now if the invader can be persuaded to take the same 
tribute in the form of a lump sum instead of an excise tax, the 
slopes of the transformation functions as seen by the individuals 


1 U’V’ is the position of MV after payment of the tax. 
No. 253.—voL. LXxIv. E 
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will be altered slightly because of the removal of the distortive 
effects of the excise (Fig. 6c as compared with 6b). The now 
existing possibility of moving from R along a line different from 
RZ, the line of the tangency of J and J, without altering the 
amount of tribute paid, means that the second individual can 
necessarily attain a higher indifference curve for the given curve 
I of the first individual. Hence, since this reasoning applies 
regardless of the particular income distribution arrived at by 
bargaining, and regardless of the particular rate of transforniation 
and substitution at equilibrium, the familiar conclusion follows 
that the lump-sum tax is superior to the production excise.* 

Within the framework of the above argument, “ compensa- 
tion’ can be taken to mean any (usually unilateral) payment 
necessary, as a result of the change in the form of the tribute, to 
restore the first individual to the level of J.? 

The whole argument up to here can be summarised in the 
following way: in using ‘“‘ compensation ”’ as an analytical tool 
in the evaluation of public policy, it is of the greatest importance 
to distinguish between the comparison of “ points ” (of possible 
final equilibrium) individually, on the one hand, and comparison 
of sets of points defined by a particular policy or institutional 
situation. The former comparison gives nonsense results except 
in the comparison of non-optimal with fully optimal “ positions ”’ 
—but this comparison doesn’t add anything to what is already 
known. The latter comparison can make sense, because no 
compensation is considered as admissible if it helps the com- 
munity to evade the disadvantages, if any, of the policy being 
considered ; comparisons are therefore made betwecn the effects 
of one policy and the effects of another. 

The possibility still remains, as has been pointed out by 
various writers,® that the locus of possible equilibrium points 
consistent with one policy may cross the corresponding locus for 
another policy. One case where this is not true is that of the 


1 This proof is similar to that given by Milton Friedman in ‘‘ The ‘ Welfare 
Effects of an Income Tax and an Excise Tax,’ Journal of Political Economy, 
Vol. LX (1952), pp. 31 f. 

2? Compensation in this case would merely mean continued specification of 
the same indifference level for, say, the first individual. In the general case of a 
competitive market, to which the extension of this result is straightforward 
(see ibid.), compensation would restore everyone to the distribution which 
prevailed before repeal of the excise tax; trade would then be carried on from this 
point until a new equilibrium of production and exchange was established—which 
clearly would benefit some and harm no one. 

3 J. R. Hicks, loc. cit.; Simon Kuznets, loc. cit.; J. de V. Graaff, loc. cit., 
pp. 49-50; Paul A. Samuelson, loc. cit., pp. 11-17. 
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imposition of the ‘‘ optimum tariff” ; 1 but the above-mentioned 
writers seem to have agreed that one case where it might be true 
is that of “technical advance.” But this supposition surely 
involves a confusion. Suppose that a community, Fig. 7, has an 
existing production frontier AB, and that a technical advance 
in the production of Commodity Y which involves external 
diseconomies for the production of Commodity X results in the 
possibility of having the new production frontier CD, inter- 
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secting the old onein ZH. In the ex ante sense it is surely true that 
the community now has the possibility of having the envelope of 
the two frontiers—that is, the segment CH plus the segment 
EB—particularly if the state or those who stand to lose are alert 
to the situation. For even in a laissez faire economy, those who 
stand to lose could bribe the Y producers not to adopt the new 
method, if the final equilibrium will occur in the range HB. After 
the investment has already been committed to bring about the 

1 J. de V. Graaff, loc. cit., p. 57. That this point needs emphasis is evidenced 


by Prof. Scitovsky’s apparent confusion on it: see Scitovsky, “The State of 
Welfare Economics,”’ American Economic Review, Vol. XLI (1951), p. 311. 
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frontier CD, it might be supposed that the frontier HB could no 
longer be achieved, because of the capital losses involved in the 
change-over. But the same argument applies to any change- 
over in production: in the very short run no increase can be 
secured at all of any product’s output; and movements along a 
particular production frontier must surely involve frictions and 
capital losses. But where the curves are defined in the long-run 
sense, such complications are presumably to be overlooked ; by the 
same token, we may presume that the community can in fact 
always have the best of both worlds, 7.e., the production envelope 
CEB. The two exceptions would be those cases where invest- 
ment decisions are fixed and irrevocable,! and those cases where 
there is a simultaneous technical advance and an earthquake or 
fire. It is safe to say, however, that these exceptions are not 
of the greatest importance. 

On the other hand, there are, no doubt, policy problems of a 
much higher degree of complexity in their effects than those 
dealing with a simple excise tax or with a technical advance; 
and in the more complicated cases it is altogether reasonable to 
suppose that the loci of equilibrium points may cross. Such 
situations, however, are beyond the scope of the present article. 

In summary, the ‘“ compensation principle,’ when applied 
subject to the restriction of a given framework of institutions and 
policies, often gives unambiguous answers to questions of policy ; * 
although some genuine ambiguities may still remain. It has 
been remarked that the principle amounts to little more than 
an intermediate step in determining whether the Pareto criteria 
are satisfied; but however it is used, it should be adequately 
interpreted and not unnecessarily confused with spurious con- 
tradictions arising out of incomplete definition. 


M. J. BAILEY 
The Johns Hopkins University, 


Baltimore, Md. 


1 See, for example, the well-known example given by Wicksell, Lectures on 
Political Economy (New York: Macmillan, 1934), p. 186. 

2 The best-known example is, of course, the judgment that a policy of no 
excise taxes (an 
excise taxes. 
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optimal” policy) is superior to any policy which includes 

















THE RELATION OF ECONOMIC GROWTH AND 
CYCLICAL FLUCTUATIONS ? 


Srnce the very beginnings of speculation on the problem of 
the Trade Cycle, the cyclical swings of the economic system have 
been regarded as being inherently connected with the essentially 
“dynamic” process of economic growth. For this there were 
two reasons. In the first place, with relatively unimportant 
exceptions (such as Jevons’s sun spots), even the early writers on 
the trade cycle (like Marx, Aftalion, Spiethoff or J. A. Hobson) 
emphasised the key role of the investment process, and of the 
growth of productive capacity, in the generation of cyclical 
movements. Secondly, the close connection between the cycle 
and dynamic change was “ visible to the naked eye ”—inasmuch 
as the historical boom periods of the last 150 years were, in 
many cases, clearly associated with the exploitation of major 
technical innovations, such as the railways, electricity or the 
automobile. 

At least one distinguished author—Joseph Schumpeter—put 
forward a trade-cycle theory which makes the cycle itself simply 
a by-product of economic progress—booms and depressions being 
“the form which progress takes in a capitalist society.”’ This 
is because, according to Schumpeter, the realisation of major 
innovations must await a time when the general economic climate 
is favourable to them; the adoption of major innovations by the 
heroic innovating entrepreneurs is followed by a host of imitators, 
giving rise to an investment boom; when the innovations are 
thus fully exploited (or over-exploited) the economy once more 
relapses into a depression, until the accumulation of new ideas 
creates the favourable climate for a new burst of “ innovating ”’ 
investment. 

The trouble with Schumpeter’s theory is that it is descriptive 
rather than analytical. Although it is easy enough to see how one 
particular part of the story follows from the preceding part, it is 
not possible to make the story as a whole into a ‘‘ model ” (meaning 
by a model the sum total of assumptions which are just sufficient 
—no more and no less—together to provide the necessary and 


1 A lecture delivered to the Institut de Science Economique Appliquée in 
Paris on May 23, 1953, 
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sufficient conditions for the generation of a recurrent cycle with 
a clear periodicity) without incorporating into it elements which 
would suffice by themselves to explain the cycle—without re- 
course to Schumpeter’s own stage army of initiators and imitators, 
or even the very concept of technical progress. For the necessary 
‘ bunching ”’ (in time) of innovating investment, which is essential 
to Schumpeter’s theory, cannot be satisfactorily explained with- 
out bringing the Keynesian multiplier, and some variant of the 
output—investment relationship, to one’s aid. 

Indeed, the development of trade-cycle theories that followed 
Keynes’s General Theory has proved to be positively inimical to 
the idea that cycle and dynamic growth are inherently connected 
analytically—to the idea, that is, that the cycle is a mere by- 
product of, and could not occur in the absence of, “ progress.” 
For it has been repeatedly (and in my view, conclusively) 1 shown 
that a few simple additions to Keynes’s own model of a general 
equilibrium of production in the economy will produce the result 
that this “ equilibrium ” will take the form, not of a simple steady 
rate of production in time, but of a rhythmical movement of con- 
stant amplitude and period—in other words, a perpetual oscilla- 
tion around a stationary equilibrium position. The necessary 
additions to Keynes’s own framework of assumptions to get this 
result are few and simple. All that is required is to treat the 
investment demand schedule (Keynes’s “marginal efficiency of 
capital ’’) not, as Keynes did, as an independent variable, but as 
a function of both the existing stock of capital and of the current 
rate of output, or simply of the ratio of output to the stock of 
capital. This is justified, if future profit-expectations can be 
regarded as being largely determined by the current rate of profit 
on capital. For the current rate of profit per unit of capital (or 
rather per unit of investment) clearly depends on the current 
relation of output to capital (at any rate if, as a first approxima- 
tion, profit per unit of output can be taken as given) so that the 
rate of investment will increase with a rise in output and/or a 
diminution in the existing stock of capital, and vice versa.2 Since 


1 Cf. my own paper “ A Model of the Trade Cycle,” Economic JouRNAL, 
March 1940, which, of course, drew heavily on earlier works of Harrod (The 
Trade Cycle, 1936), Kalecki (Essays in the Theory of Economic Fluctuations, 1938) 
and others. Since that time Richard Goodwin (Econometrica, January 1951, 
pp. 1-17) and Hicks (A Contribution to Theory of the Trade Cycle, Oxford, 1950) 
produced cyclical models which in the essential framework of assumptions, 
though not necessarily in technique, are identical. 

2 Some writers (notably Harrod and Hicks) prefer to exclude the stock of 
capital as an explicit variable, and treat instead investment as a function of the 
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current output depends (via the Keynesian multiplier) on current 
investment, whereas the current change in the stock of capital 
depends on past investment (and will be positive or negative 
according to whether investment in the previous “ period ” was 
greater or less than the necessary replacement of the capital goods 
currently used up in production), the mechanism will in 
itself produce a periodic fluctuation of constant amplitude 
(of the output/capital ratio, of the rate of investment and of 
the level of output), provided two additional conditions are 
satisfied : 


(1) achange in output (income) is associated with a greater 
change in the rate of investment than of savings, so that the 
stability conditions of the ‘‘ Keynesian ” equilibrium } are 
not satisfied for levels of output that imply a rate of invest- 
ment that is higher than the possible minimum and lower 
than the possible maximum ; * 

(2) the rate of investment at any one time cannot exceed 
a certain maximum, or fall below a certain minimum, which 
implies also that the Keynesian stability conditions must be 
satisfied (partially at any rate) whenever investment is at the 
maximum or the minimum level. 


The second condition must be satisfied by virtue of the fact 
that gross investment cannot be less than zero, and cannot be 
greater than the investment corresponding to full employment, 
or the capacity of the investment-goods industries, whichever is 





change in the rate of output (the so-called “acceleration principle’’). It is 
important to emphasise that the difference is more a matter of methodological and 
pedagogic convenience than of substance. It is perfectly easy to translate one 
technique into another without any difference in the results; though the ac- 
celeration method requires far more rigid assumptions as regards production 
techniques and time lags of adjustment (cf. my review article of Hicks’s book in 
Economic JOURNAL, December 1951, pp. 837-41). 

1 The Keynesian stability conditions are simply that a rise in production 
should increase the aggregate demand for output by less than the value of the 
additional output (i.e., the “aggregate supply price”’). Since the marginal 
propensity to consume is less than 1 (7.e., the additional demand for consumers’ 
goods generated by a rise in income falls short of the rise in income), this con- 
dition will be satisfied if: (a) the rate of investment is invariant with respect to 
changes in output; (b) the increase in the rate of investment generated by a rise 
in output is less than the shortfall in marginal consumers’ demand over marginal 
income—+.e., savings out of marginal income. 

2 Actually it is sufficient for the model if this condition is satisfied in the 
neighbourhood of the hypothetical “long-run equilibrium” position, where 
investment = current depreciation. It is simpler to assume, however, that it 
holds for all levels of investment between a certain minimum and maximum. 
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less.1 The first condition is likely to be satisfied on account of the 
fact that in situations in which an increase in output induces the 
creation of additional capacity, the value of that additional 
capacity is likely to exceed (perhaps several times) the value of 
the additional output per unit period ; hence the additional rate of 
investment (per unit period) is also likely to exceed the additional 
savings generated by that additional output (the length of the 
critical “ period ’’ depends on the time taken to adjust current 
production to changes in demand).? 


PROPERTIES OF THE “ Static’ MopEL 


The above framework of assumptions yields a purely “ static ” 
model of the trade cycle—“ static ” in the sense that it accounts 
for a regular cyclical movement of constant amplitude and period, 
in the absence of any “dynamic” change, such ax technical 
innovation, population growth or changes in the political or 
institutional framework, and in which the whole movement, its 
duration as well as its amplitude, is fully determined by the para- 
meters of the system. It has strictly four phases—an upward 


1 The above statement may be open to criticism on two counts. First, it 
might ‘be suggested that ‘‘ full employment ” does not set any genuine limit to 
the rate of investment (in real terms), since investment could be increased further 
at the cost of current consumption, through a process of monetary inflation. Now 
it is true that by means of inflation it is possible to reduce the proportion of real 
income consumed. But past experience has repeatedly shown that the extent 
to which an inflationary process succeeds in augmenting the real rate of savings 
of the community is very limited ; and when, as a result of full employment, the 
increase in current output slows down, the urge to expand investment further is 
also reduced. However, there is nothing in the model to prevent an expansionary 
process from leading to a state of purely monetary inflation (in which case the 
monetary authorities would be forced to take restrictionist measures sonner or 
later); the point is rather that it does not make any real difference to the mechan- 
ics of the model whether inflation occurs in the course of it or not. 

It might also be objected that in the absence of full employment the capacity 
of the investment-goods industries does not set a limit to the expansionary 
process either: since in that case there would be an urge to undertake invest- 
ments to expand the capacity of these industries. That is true; but this second 
type of reaction might operate far too slowly to be of much consequence in 
relation to the cyclical process. Thus when the demand for new ships exceeds 
the capacity df the shipbuilding yards the first result is that order-books and 
delivery periods are lengthened. If this lengthening of order books went on for 
several years the shipbuilding industry would be induced to build new shipyards. 
It is quite possible, however, that before such major extensions get under way the 
boom is over. 

2 For a fuller explanation of these conditions cf. my paper in Economic 
JOURNAL, March 1940, cited above, particularly the Appendix, pp. 89-92. As 
explained there, the advantage of assuming non-linear co-efficients is that it 
makes it unnecessary to rely on time-lags or to introduce exogeneous stocks of 
any kind in order to account for a cyclical movement of constant amplitude. 
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phase, a boom phase, a downward phase and a depression phase, 
the first and third of which may be relatively short in duration in 
relation to the second and the fourth. Contrary to the general 
belief (including my own previous views) that under such “ static ” 
conditions the duration of the depression phase would necessarily 
be very much longer than that of the boom phase (owing to the 
simple fact that capital goods take much longer to wear out than 
to build), I now believe that the relative duration of the boom 
phase and the depression phase is simply a matter of the re- 
lationship of the output capacity of the investment-goods in- 
dustries to the norma] annual depreciation of the capital stock. If 
this output capacity were twice as large as normal depreciation, 
the duration of boom and depression phases would be identical ; 
if it were more than twice as large, the depression phase would 
last longer than the boom phase, while if it were less than twice 
as large, the depression phase would be shorter than the boom. 
Hence, without introducing any ‘“‘ dynamic” change, it is pos- 
sible to construct models in which the depression phase is short 
relative to the boom phase rather than the other way round. 
The length of the boom phase depends on a complex set of factors : 
the annual output capacity of the equipment-goods industries, 
its relation to the capital stock at any one time (which does 
depend both on gestation period and service-life), the “ critical ” 
degree of excess capacity which causes entrepreneurs to abstain 
from adding to capacity further; and finally, the Keynesian 
multiplier, which determines the extent of utilised capacity at 
boom and depression levels, respectively. The duration of the 
depression phase depends on the rate at which existing capacity 
is reduced by scrapping; and it can be assumed, of course, that 
it is always the oldest and most obsolete plant which is scrapped. 
If we suppose that the service-life of equipment produced in any 
given period is uniquely fixed by technical factors, the equipment 
which disappears during any given depression phase is the 
equipment that was created in the earliest of the boom periods 
which was still extant at the end of the preceding boom phase ; 
and the period required for its disappearance (assuming both a 
fixed and a constant service-life for equipment) would depend on 
both the length of that earlier boom phase and the age-distribution 
of the capital stock at the end of the previous boom. If the life- 
time of plant or equipment is not rigidly determined, we cannot 
take it for granted that the discontinuity in building periods will 
be reflected in a similar discontinuity of scrapping periods, though 
in so far as the life-time of equipment can be extended only at 
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a gradually increasing operating cost, there will be an economic 
motive for keeping obsolete equipment in existence during boom 
periods and to concentrate the scrapping of equipment on de- 
pression periods. Finally, if we suppose that, for purely technical 
reasons, there is a fairly wide spread in the service-life of the 
equipment created in any given period (both because equipment 
is of different kinds and also because equipment of any partic- 
ular kind has a probability-life-distribution rather than a fixed 
service-life), the disappearance of old equipment will tend to take 
place at a more or less steady rate in time, irrespective of the 
discontinuity in building periods; and it may not show much 
variation as between boom and depression phases. In each case, 
however, the length of the boom phase in relation to the length 
of the cycle as a whole will depend simply on the relationship of 
the average annual depreciation of the capital stock—during 
the cycle as a whole—to the annual output of capital goods 
during the boom. If the latter were twice the former, the boom 
phase would take up one-half of the full cycle-period and so on. 


The inter-relation of the various factors could be made clearer 
in terms of a simple numerical example. Let us suppose that the 
capita] stock consists of ships, while output consists of shipbuilding 
(investment) and shipping services (consumption); that ships 
take one year to build and the capacity of the shipbuilding 
industry is 1 million tons, so that 1 million tons represents also 
the maximum output of new ships per annum. Let us further 
suppose that at the boom-level of income (i.e., when the ship- 
building industry is fully utilised), the demand for shipping 
services requires a minimum of 12 million tons of capacity and at 
the depression level of income (when no new ships are built), a 
minimum of 8 million tons; and finally, that shipowners order 
new ships whenever the current demand exceeds 80°% of their 
current capacity. On these assumptions the shipping park 
reaches a maximum of 15 million tons at the end of the boom 
(125% of 12 million tons) and a minimum of 10 million tons at 
the end of the depression (125% of 8 million tons): in each case 
because, at those levels, demand tends to fall below, or rise above, 
the critical 80% utilisation of capacity. If we now suppose 
that the service-life of ships is a fixed period of 25 years, the 
duration of the boom will be 5 years, and the duration of the 
depression will also be 5 years, since in 5 years the 5 million tons 
created in the last but three of the building periods (25 years 
ago) will be scrapped. If we supposed, other things remaining 
unchanged, the maximum shipbuilding capacity to be 2 million 
tons, the duration of the boom would be reduced to 2:5 years, 
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but by the same token the duration of the depression would 
be lengthened to 7-5 years—since, given the size of the shipping 
park at boom and depression levels, as determined by demand, 
the age distribution of ships would be such that there would be 
no ships due for scrapping in the first 5 years of any depression 
period, and the scrapping would be concentrated in the last 
2-5 years of the depression phase, when the 5 million tons of 
ships built in the boom phase of 25 years before would disappear. 
Again we could assume that the service-life of ships is 35, 45 or 
55 years instead of 25, with similar effects on the relative duration 
of boom and depression phases; though if the life-time were 
supposed to be less than 15 years the cyclical mechanism could 
not go into operation at all unless we also amended some of the 
other assumptions—e.g., either the minimum demand for shipping 
services would have to be assumed to be less than the above 8 
million tons or the maximum shipbuilding capacity would have 
to be assumed to be greater than the above 1 million tons per 
annum.? 

If we now supposed (again, other things remaining unchanged) 
that while the average service-life of ships is 25 years, there is a 
fairly wide frequency distribution around that average, ships may 
be assumed to be scrapped at a (more or less) constant rate of 0-5 
million tons per annum both during boom and depression phases 
(corresponding to #5 of the average capital stock of 12-5 million 
tons). In that case the boom phase will last for 10 years (since, 
with an annual output of 1 million tons, it will take 10 years to 
raise the shipping park from 10 to 15 million tons), and the depres- 
sion phase will also last 10 years (since, with a fixed rate of scrap- 
ping of 0-5 million tons, it will take 10 years for the shipping park 
to be reduced from 15 to 10 million tons). The period of each 
phase, and of the cycle as a whole, would thus be doubled, as 
compared with the situation in which (for technical or economic 


1 T am conscious, of course, of the fact that in the above numerical examples 
the figures were so chosen as to avoid the need for any overlapping as between the 
building periods and the scrapping periods. Assuming that the service-life of 
ships is rigidly determined by technical] factors, this can be the case only when : 
(a) the boom phase takes up one-half or less of the cycle; and (b) the service-life 
of ships is an integral odd-number multiple of the period of the boom. Thus, if 
in the above example the service life of ships were assumed to be a rigid 20 years, 
there would necessarily be overlapping between building and scrapping periods, 
which would cause the boom to be prolonged to 15 years, followed by a depression 
phase of 10 years; if it were to be assumed to be a rigid 30 years, there would be a 
boom period of 15 years, followed by a depression phase of 20 years; and there may 
be other more complicated patterns. On the other hand, if the life-time is not 
assumed to be narrowly determined by technical factors—say, in the above 
example, ships are scrapped when they are over 20 but less than 25 years old— 
overlapping would be avoided as a result of the operation of economic factors, 
since there would be an incentive to keep old capacity in existence during the 
boom, and thus to concentrate scrapping in times of slump. 
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reasons) the actual disappearance of equipment is concentrated 
on depression phases; but otherwise the mechanism would oper- 
ate in the same way. 


The most important factor in the whole mechanism is the 
capacity of the capital-goods industries, which, given the service- 
life and gestation period of capital goods, determines the rate of 
capital accumulation during the boom periods. The greater is 
this factor, the shorter the duration of the boom phase (both 
absolutely and relatively to the depression phase) and the greater 
the amplitude of the cyclical movement. The capacity of 
the capital-goods industries relative to the consumer-goods in- 
dustries may in turn be assumed to depend on the proportion 
of income saved at full-employment income levels—in other 
words, on the short-run savings function. For supposing that 
maximum investment, as determined by this capacity, were 
initially less than full-employment savings, there would be an 
inducement, in each successive boom, to enlarge this capacity, 
relatively to the rest of the economy, until the deficiency was 
eliminated. Similarly, if this capacity in relation to the rest of 
the economy were initially greater than the proportion of income 
saved at full employment, some part of the capacity of the capital- 
goods industries would become permanently redundant—not 
being utilised even at the peak of the boom—and would thus 
tend to disappear. If, however, entrepreneurial expectation in 
the capital-goods industries were more sluggish than in the 
consumption-goods industries, it is quite possible that the capacity 
of the capital-goods industries was maintained at too low a level to 
secure full employment in boom periods, and the cyclical move- 
ment itself might be weak in amplitude and the booms relatively 
long in duration. 

Looked at in another way, the mechanism depends on the 
assumption of a short-run savings function which, though it may 
be represented as being linear, must contain a negative constant. 
In other words, it is assumed that while the marginal propensity to 
save is constant, the average propensity to save is a rising function of 


1 It is important to emphasise therefore that this particular model is in no 
way dependent on the so-called ‘‘ echo-effect ’’—i.e., the bunching of replacement 
demand in time resulting from past discontinuities in building periods. If there 
is a wide scatter in the actual service-life of plant and equipment, discontinuities 
in building periods need not result in corresponding variations in the rate of scrap- 
ping—any more than annual fluctuations in the number of births tend to be 
reflected in corresponding variations in deaths a generation later. But even if 
the scrapping of equipment is perfectly continuous, there will be a bunching of 
investment in time as a result of the operation of the multiplier and the “ ac- 
celerator,” 
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income in the short period. Hence there is a minimum depression 
level of income at which (gross) savings are zero and a maximum 
boom level of savings which is attained when income reaches the 
full-employment level. If we ignore the fact that, for reasons 
stated above, the maximum rate of investment during a boom 
(as determined by the actual capacity of the capital-goods 
industries) may be consistently less than the investment needed 
for full-employment output, we can simply say that the amplitude 
and the character of the cyclical movement (i.e., the relative 
duration of boom and depression phases) is determined simply by 
the character of the short-run savings function. 


CYcLE AND TREND 

The static model outlined above has no trend—which shows 
that it is not necessary to assume economic growth or dynamic 
change in order to account for the existence of fluctuations. 
Each depression phase lasts precisely as long as is required for the 
capital stock to fall to the same extent as it had risen in the 
previous boom; the capital stock, as well as the output, in the 
corresponding phases of successive cycles are identical. As a 
pure cyclical model it has therefore little resemblance to the 
cyclical fluctuations in the real world, the most characteristic 
feature of which has been that successive booms carried pro- 
duction to successively higher levels ; while the creation of capital 
in boom periods has exceeded many times the net capital de- 
pletion in depression periods. 

The significant point is, however, that a trend can be “ incor- 
porated” into the above framework of assumptions without 
upsetting the mechanism; and thus by this simple device it is 
possible to produce a model whose features show a far better 
resemblance to the observed phenomena. The model is capable 
also of absorbing “‘ random shocks ”’ of all kinds, such as wars, 
revolutions or revolutionary technical changes caused by major 
inventions, with no more consequence than of displacing (in time) 
the operation of the cyclical movement. It strongly suggests 
therefore that economic growth, as well as other dynamic and 
erratic changes, should be treated rather as the cause of aberrations 
from the pure rhythm of the static cycle than as the sine qua non 
without which the basic phenomena could not be accounted for. 

The simplest way of introducing a “trend” is to assume a 
linear percentage growth in population over time. This will mean 
that the amount of capital created in each successive boom will 
be higher than in the previous boom (since in each case the ex- 
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pansion would tend to go on until full employment or full capacity 
in the investment-goods industries is reached; but in this case 
the capital-goods industries would themselves tend to be en- 
larged in each successive boom), while the capital used up in the 
succeeding depression-phases will be consistently smaller than 
the capital created in the previous boom-phase.' It is not certain 
(because it has not yet been worked out) how the introduction of 
a logarithmic trend affects the duration of the cycle or the length 
of the various phases relative to each other. My hunch is that 
a logarithmic trend might leave both these unaffected. While 
there is more capital created in each succeeding boom, there may 
also be assumed to be a greater capacity of investment-goods 
production to create it, so that the length of the boom could 
remain unchanged; while there is less capital (as a proportion 
of the total stock) destroyed during the depression, the rate of 
disappearance of ‘ old” capital is also less (since a greater pro- 
portion of the capital stock is of more recent creation), so that 
the length of the depression phase would also remain unchanged. 
If this is correct, long booms and short depressions, or vice versa, 
would be promoted by an accelerating or de-celerating trend, 
rather than by the existence of a trend as such. 

It is possible also to make technical progress (in the shape of a 
linear time-rate of growth in the productivity of labour) the cause 
of the trend; and so long as this technical progress is assumed to be 
‘neutral ””—.e., leave the ratio of capital and output in production 
unaffected—its effect on the model is no different from that of popu- 
lation growth. In fact, these two factors are additive—given both 
“neutral” technical progress and population growth, the trend will 
be the resultant of the two, since the rate of increase of full-employ- 
ment output will be the sum of the rate of increase of productivity 
and of population. It would also be possible to assume that 
technical innovation is, on balance, capital using (i.e., involving 
a net substitution of capital for labour) or else capital saving, 
though the precise consequences of this on the properties of the 
model are difficult to work out. Finally, it is possible—as Mr. 
Goodwin had done in one of his “ models ” *—to neglect the 


1 To explain this, it is necessary to assume that savings are a function of 
income per head, rather than total income—.e., that the savings function also 


‘“‘ shifts to the right ’’ with the rise in full-employment output, so that savings 


always fall to zero when actual output falls to a certain percentage of full- 
employment output. Alternatively, it could be assumed (as Hicks assumed) 
that there is some long-range investment which is autonomous and not responsive 
to changes in current output, and which is growing at the trend rate. 

2 Cf. “‘ A Model of Cyclical Growth ” paper presented to the Oxford meeting 
of the International Economic Association, September 1952. 
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replacement of capital altogether, and assume, in effect, that all 
capital, once created, is permanent. In that case the introduction 
of a trend would still create a cycle which is basically no different 
from the other models (though there would be no cycle, of course, 
in the absence of a trend). The accumulation of new investment 
opportunities over time would give rise to a periodic boom, in 
the course of which these opportunities were exploited. The 
savings-investment mechanism (or shall we call it, the multiplier— 
accelerator mechanism) would still ensure that investment does 
not proceed at a steady rate, but is ‘‘ bunched” in time. The 
fundamental reason, which is thus common to each variant, is 
that: (a) the output capacity of the investment-goods industries 
is greater than the current rate of accrual of new investment 
opportunities—and it does not make any difference whether these 
new investment opportunities reflect the using-up and scrapping 
of old equipment or the growth of population, technical progress 
or anything else; and (5) that the economic system possesses no 
short-run stability at levels of investment which are below a 
certain maximum or above a certain minimum. Further, it is 
possible to introduce endless complications into the model which 
would tone down its sharp edges and crudities—as, e.g., that 
investment is influenced by finance, monetary policy or rising 
production costs, etc.; that new inventions take the form (in 
part) of the creation of new industries satisfying new “ wants,” 
which would explain why some investments would go on even 
during a depression, etc.—though it is doubtful whether in our 
present stage of knowledge the laborious task of working out the 
consequences on the model of any particular type of complication 
would be really worth while. 

It is thus seen that all the “dynamic ”’ models that were 
recently presented to the world—such as Kalecki’s amended 
model,! Marrama’s,? Hicks’s* or Goodwin’s * (which all contain 
the same basic assumptions outlined above)—are all variants of 
the same thing, and, essentially, all consist of the superimposition 
of a linear trend introduced from the outside on an otherwise 
trendless model without altering, in any way, its basic character. 
Some of the authors mentioned deny this. Thus Professor Hicks 
thinks that “it is on the trend rate of growth that the whole 
cyclical mechanism depends ” * and that in the absence of the 
growth in autonomous investment the cycle could not get off the 


1 Studies in Economic Dynamics, London, 1943. 

2 Review of Economic Studies, Vol. XIV, p. 34. 

3 A Contribution to Theory of the Trade Cycle, Oxford, 1950. 
4 A Model of Cyclical Growth, op. cit. 5 Op. cit., p. 108. 
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floor—or, at any rate, not for an inordinately long time. Similar 
ideas were expressed also by Mr. Goodwin.? This, in my view, is 
mistaken, and must be due to an insufficient appreciation by the 
authors of the properties of their own model. 

Finally, there is the illuminating piece of algebra produced 
by Mr. Harrod * and Mr. Domar,‘ according to which, given the 
savings function, there is only one particular rate of growth that 
can be permanantly maintained—a rate that is entirely determined 
by the relation of the savings function to the technical relationship 
between capital and output, and which is thus independent of the 
trend as given by the assumed rate of growth of population and of 
productivity. In the present context this need not detain us for 
long, since—as the two authors would themselves be prepared to 
admit—this “‘ dynamic equation ”’ is relevant only for determining 
the trend of a cycle-less economy, and not the trend rate of growth 
of an economy which does not actually maintain a moving equili- 
brium of growth, but proceeds by a series of investment booms, 
interrupted by slumps.® ® 


1 Op. cit., p. 105, note. Hicks’s analysis suffers also from a confusion between 
the idea of “‘ autonomous ”’ investment (7.e., investment which is not responsive to 
changes in current output) and the idea of “‘ new ”’ investment opportunities due 
to the growth of population and technology. There is no reason whatever why 
these two should overlap. It is perfectly possible for there to be no autonomous 
investment in Hicks’s sense, and yet be a trend, due to the above factors; equally 
there could be autonomous investment in a trendless economy. In Mr. Good- 
win’s recent model, on the other hand, the trend is the direct outcome of the 
underlying growth in population and productivity, and not of the growth of 
** autonomous ”’ (in the sense of “‘ non-induced ’’) investment. 

2 “A Model of Cyclical Growth,” op. cit. 

3 Harrod, “‘ An Essay in Dynamic Theory,’”’ Economic JouRNAL, March 1939, 
and Towards a Dynamic Economics, 1949. 

4 American Economic Review, March 1947. 

5 In other words—to put the matter in Mr. Harrod’s own terminology—the 
actual trend resulting from successive booms and slumps reflects the “ natural 
rate ” (i.e., the growth of population and productivity) and not the “ warranted 
rate.” The ‘‘ warranted rate” (interpreted, as it should be, as the rate of 
growth at full-employment savings) determines, inter alia, the duration of the 
boom, and also the length of the cycle, but not the trend rate of growth. This 
assumes, of course, that the ‘‘ warranted rate ” is higher than the “ natural rate ”’ 
—but this may be taken as a basic feature of capitalist society. If the “‘ war- 
ranted rate ’’ were less than the “ natural rate,’ new investment opportunities 
would accrue faster (in time) than they are exploited through current investment ; 
new investment would thus become steadily more profitab!e; and it may be 
supposed that the economic system would gradually evolve the institutional 
conditions necessary—by raising the profit rate and the amounts set aside out of 
profits—for a faster rate of exploitation, t.e., for the “‘ warranted rate ”’ to rise. 


Indeed, the independent role accorded to the savings function in Mr. Harrod’s 
and Mr. Domar’s method of approach is one of the criticisms that one can make 
against their method as a tool for the analysis of long-run problems. 

® Cf. also Joan Robinson, ‘‘ The Model of an Expanding Economy,” Economic 
JouRNAL, March 1952, pp. 52-3. 
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Mr. Harrod makes no claim, in his recent analysis, to put for- 
ward a complete model of the cycle; in his view, however, the 
‘dynamic equation” provides the key to the existence of the 
cycle, since it is the peculiarity of any “ equilibrium of steady 
advance ” that it is surrounded, on each side, by “ centrifugal 
forces.”’ Ifit could be shown that a moving equilibrium of growth 
is necessarily unstable, while its static counterpart, the stationary 
equilibrium, is stable, this would indeed provide an inherent 
connection between the cycle and economic growth. But if our 
own analysis is correct, this is not so. Exactly the same assump- 
tions which make the moving equilibrium of a growing economy 
unstable, will produce the same “ centrifugal forces ’’ around the 
stationary equilibrium of a trend-less economy ;! in fact, the latter 
can itself be looked upon as a special case of the “ dynamic equilib- 
rium ”’ where the equilibrium-rate-of-growth happens to be zero. 
Hence there is nothing in the assumption of a positive rate of 
growth as such (such as the assumption of a growing population, 
or technical progress) that serves as an explanation of the tendency 
to oscillation that could not equally be explained without it. 


Tur PROBLEM OF Economic GROWTH 


So far, so good. But is this situation, from an intellectual 
or analytical point of view, wholly satisfactory? The trend itself 
is not “‘ explained ’”’; it is introduced as a datum. There can be 
no pretence, therefore, of these theories providing the basis for 
a theory of economic growth. Yet the very fact that different 
human societies experience such very different rates of growth— 
in fact, differences in rates of growth in different ages or in different 
parts of the world in the same age are one of the most striking facts 
of history—in itself provides powerful support for the view that 
technical invention and population growth, the two factors 
underlying the trend, are not like the weather or the movement 
of the seasons, that go on quite independently of human action, 
but are very much the outcome of social processes. The growth 
in population, in particular, is as much the consequence of eco- 
nomic growth as the condition of it. This is true both of situations 
of the Malthusian kind, where it is merely the consequence of a 
higher rate of survival brought about by an improvement of the 
means of subsistence, and where population growth is merely the 


1 On this point cf. also my article in Economic JouRNAL, December 195], 
pp. 842-3. 
No. 253.—vou. LXIv. F 
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passive consequence, or accompaniment, of economic growth; as 
also of situations where the acute shortage of labour resulting 
from rapid economic expansion directly stimulates the growth 
in numbers—as, e.g., in America after the Civil War, or in England 
in the course of the Industrial Revolution.1 The same is true of 
technical invention or innovation. Though new ideas, looked at 
in isolation, are the spontaneous product of the workings of the 
human brain, the kind of ideas that come forth, and their fre- 
quency, is very much a matter of environment. Few would deny 
that the greatly accelerated growth of the last 200 years, which 
is associated with the rise of modern capitalism, was essentially 
the product of forces endogenous to society; while the vast flow 
of technical innovation and of population growth, which ac- 
companied this process and which alone made its realisation 
possible, were themselves the products of these basic social forces 
and not the initiating causes of it. 

Where, then, are we to look for the ultimate factors responsible 
for the rate of economic growth in human societies? The English 
classical economists—if one can epitomise their views in a single 
word—thought they found it in Thrift. The basic factor re- 
sponsible for growth and progress is the Rate of Capital Accumu- 
lation (which in the classical view was responsible for the growth 
of population as well as material capital); and capital accumu- 
lation, on their view, was largely a matter of the habits of thrifti- 
ness of the population—its willingness to forsake present enjoy- 
ment for future gain. At the present time we are not willing to 
accord such an important role to the propensity to save. This 
is not because—or not mainly because—we have learnt, since 
Keynes, that saving can be a positive impediment of progress, and 
not always a promoter of it. It is because it is now increasingly 
realised (perhaps also under the influence of Keynesian ideas) 
that the proportion of income saved in the community is not so 
much the result of basic psychological attitudes and propensities, 
as of the institutional framework of society, which is itself con- 
tinually (though slowly and gradually) adapted to social require- 
ments. The re-investment of the profits of business enterprise 
always has been, and still is, the main source of finance of in- 
dustrial capital accumulation; we are now aware that the rate of 
accumulation is at the same time one of the main determinants 


1 The fact that in Western European societies in the last fifty to seventy years 
the increase in population so markedly lagged behind the economic growth poten- 
tialities (owing to widespread birth control and the control of immigration) 
should not blind us to the force of this generalisation as a broad historical tendency. 
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of the amount of profits that is thus available for financing.! 
Saving and Capital Accumulation therefore are in no different 
position from Technical Progress and Population Growth, as being 
one of the features that characterise progressive societies rather 
than as the ultimate stuff and substance which makes societies 
progressive. 

The most plausible answer to the question why some human 
societies progress so much faster than others is to be sought, in 
my view, not so much in fortuitous accidents, like major dis- 
coveries, or in favourable natural environment (though no doubt 
all these are important as conditioning factors) but in human 
attitudes to risk-taking and money-making. The modern 
business-man or “ entrepreneur,” as featured in economic text- 
books, with his distinctively speculative bent and his interests 
and energies concentrated on profit making, is clearly a product 
of capitalist society. But the rise of modern capitalism, in turn, 
cannot be explained except as the result of the growth of mental 
attitudes which find in risk-taking and money-making the means 
of giving expression to the individual’s ego. Economic specu- 
lation here trespasses on the fields of sociology and social history ; 
and the most that an economist can say is that there is nothing 
in economic analysis as such which would dispute the important 
connection, emphasised by economic historians and sociologists, 
between the rise of Protestant ethic and the rise of Capitalism. 

An economy, which, over longer periods, shows a relatively 
high rate of growth is almost certain to be one which keeps 
“bumping against the full-employment ceiling ” fairly regularly, 
and with reasonable sized bumps. It is an economy which, once 
set upon the path of rapid expansion, does not stop expanding 
until it comes up against the physical limitations of capacity or 
labour; and it is in the strength of the incentives to overcome 
such limitations that we must look for the main motive force for 
long-term dynamic growth. Scarcity of labour, as we have 
argued, directly stimulates population growth—both through 
immigration into a particular area and through stimulating a 
higher effective rate of natural growth. But prolonged scarcity 


> 


1 That distinguished pupil and critic of English classical economics, Karl 
Marx, has seen this clearly ; and this is perhaps one of the main aspects in which, 
on a purely analytical level, his doctrine departs from Ricardo’s. Marx, however, 
(as far as I understand him), would regard the continuous growth of knowledge 
as regards the techniques of production—which goes on, in a sense, independently 
of society, but which shapes and determines the social relationships between men 
and the institutional framework of society—as the main “ independent variable ” 
of economic growth. 
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of labour is also the most powerful incentive to the invention and 
introduction of labour-saving devices,' just as shortages of physical 
capacity provide the incentive to the creation of new capacity. 
The conclusion which emerges from this is that so far from 
the trend rate of growth determining the strength or duration of 
booms, it is the strength and duration of booms which shapes the 
trend rate of growth.? It is the economy in which business-men 
are reckless and speculative, where expectations are highly 
volatile, but with an underlying bias towards optimism, where 
high and growing profits are projected into the future and lead 
to the hasty adoption of “unsound” projects involving over- 


1 The fact that the productivity of labour in American industry, over the 
last eighty years appears to have risen at about twice the annual rate as in European 
industry, could be satisfactorily explained (in my view) only through the fact that 
the higher expansion-mindedness of American business created prolonged periods 
of acute labour shortage in the economy, which stimulated both the high rate of 
immigration prior to 1914 and also the invention of labour-saving devices, such 
as the belt-line assembly, the single-purpose machine tool, the methods of mass- 
production generally, and far-reaching standardisation. On the other hand, the 
sudden slowing down of population growth in the 1920s (largely the result of the 
immigration laws), by reducing the trend rate of growth, must have been a major 
cause of the severity of the depression in the 1930s. 

2 It is essential, of course, to suppose for this that the “‘ boom ’’—implying 
a state of affairs where production is confined by physical limitations and not by 
effective demand—is a matter of some duration and not only a fleeting momentary 
phase in the course of the cycle. I believe that to have been the case with the 
** strong booms ”’ of history (though not, of course, of all booms); and one reason 
for my dislike of the use of the “‘ acceleration principle ”’ as a device in trade-cycle 
theory is that it automatically excludes this possibility. With the acceleration 
principle, output “‘ bounces back as soon as it hits the full-employment ceiling ”’ 
in much the same way as a tennis ball when it hits a wall. (This is because 
in a simple acceleration model the adjustment of the capital stock to the change 


in output is assumed to take up the same length of time as the adjustment of 


output to the change in demand. Professor Hicks has attempted to relax this 
condition in his own model by providing for a series of acceleration coefficients, 
thus allowing for a change in output in a given period to give rise to invest- 
ment in a whole series of future periods. However, his equations make no allow- 
ance for the related fact of a back-log of desired investment accumulating as a 
result of the investment industries becoming clogged up with the uncompleted 
investment orders of the past, in which case the rate of investment ceases to have 
any definite relation to the rate of change in output. It is implicit in Hicks’s 
equations that all the investment that is profitable to be undertaken at any given 
level of output has either been completed or else is in process of building as soon 
as that level of output is reached. Thus if we applied his equations to our 
numerical example on p. 58 above, they imply that 5 million tons of new shipping 
is either completed or in the process of building at the moment when the expansion 
reaches the full-employment ceiling. But if the capacity of the shipbuilding 
yards is only 1 million tons, clearly not more than 1 million tons can be in process 
of building at any one time; and since the maximum expansion of output is 
reached when shipbuilding attains the rate of 1 million tons, there must be a 
large back-log of desired investment by the time the “ ceiling ”’ is reached, which 
would prolong the boom well beyond the ‘“‘ two periods”’ allowed for in his 
equations.) 








—————ee 
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expansion, which is likely to show a higher rate of progress over 
longer periods; while it is an economy of sound and cautious 
business-men, who are slow at reacting to current events, which 
is likely to grow at a slow rate. It is true, of course, that it is 
the very process of over-expansion during the boom which makes 
the ensuing slump inevitable. But the same cyclical force which 
causes booms to end after a time and be converted into slumps, 
also causes slumps to end and be converted into new booms; and 
the extent of the “over-expansion” in the previous boom 
influences to a major extent the degree to which the new boom 
surpasses the peak reached by its predecessor.* 

This is not to suggest, of course, that the long-term trend of 
growth is simply a matter of the degree of recklessness of society’s 
entrepreneurs. The external “conditioning factors” are still 
there—in the sense that there probably always is a muximum 
attainable rate of saving, a maximum attainable rate of population 
growth or a maximum attainable flow of new ideas. But the point 
is that the actual values of these variables, in any given society 
and at any given age, are not determined by their theoretical 
maximum values, but are capable of being slowed down or ac- 
celerated in accordance with the push or pull exerted by entre- 
preneurial behaviour. (Perhaps this idea could best be expressed 
in Mr. Harrod’s terms by saying that while the “ warranted rate ”’ 
of growth and the “ natural rate of growth” are two different 
things, they are not independent of each other, since the more 
the ‘‘ warranted rate’ tends to exceed the “ natural rate,” the 
more it will bend the “ natural rate ” in its own direction.’) 

Here at last we find the inherent link between trend and cycle 
that we were searching for. For if the above analysis is correct, 

1 This is particularly true of investment in investment-goods industries, 
such as steel capacity, etc. As mentioned earlier, expectations might be re- 
sponsive to changes in current profits in the consumer-gcods industries and yet be 
sluggish to respond to changes in demand in the investment-goods industries. In 
that case not only will booms tend to be weak, but the rate of growth in output 
between successive booms will also be small. 

2 Mr. Harrod seems to me to have drawn the wrong moral from his own ana- 
lysis in suggesting that an excess of the “‘ warranted rate of growth ’’ over the 
“ natural rate ’’ will make “ the economy to be prevailingly depressed,” although 
“at first blush, one would suppose it to be a good thing that the line of entre- 
preneurial contentment should be one implying an attempt to push forward always 
at a greater rate than fundamental conditions allow” (Towards a Dynamic 
Economics, p. 38). Our own analysis would suggest that Mr. Harrod’s “first 
blush ” was right, and his subsequent analysis was wrong. What he did not 
allow for was that the “‘ fundamental conditions ’’ determining the natural rate 
of growth are not determined by Heaven—they are pliable (within wide limits) 


and can be pushed outwards or pulled inwards by the endogeneous forces of the 
economic system. 
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both the trade cycle and economic growth are the resultant of 
particular attitudes of entrepreneurs—more precisely, of the 
volatility of entrepreneurial expectations. As was stated at the 
beginning, the basic assumption underlying all recent models of 
the trade cycle is the dependence of long-term investment decisions 
on current profits: the speculative frame of mind which causes 
frequent and far-reaching adjustments of long-term expectations 
in the light of current experience. Without that no variant of the 
output—investment relationship, such as the “acceleration 
principle ” or any other assumption, would work, and the system 
would tend to settle down to a stable long-term equilibrium. If 
expectations are responsive, but sluggish, we might get a moderate 
cycle, with weak booms and weak slumps and an equally weak 
trend. It is when expectations are highly volatile that the 
expansionary phase of the cycle is likely to be vigorous and 
sustained; that it will inevitably lead to a strong boom which 
will burst through the pre-existing “external frame” of the 
economy and carry it to a new and higher plateau. Once such a 
higher plateau is reached, the subsequent slump, though severe, 
will not mean a return to the previous depression-level; it will 
in time produce a new expansionary process from a higher “ floor,”’ 
leading to a new “ ceiling.” + 

The same forces therefore which produce violent booms and 
slumps will also tend to produce a high trend-rate of progress ; 
though the connection between the two is far too complex to 
be reducible (at present) to a simple mechanical model. And 


1 At first sight the proposition that higher volatility of entrepreneurial 
expectation as such promotes a higher trend rate of progress might appear 
paradoxical, since the stimulus provided by the greater optimism of the boom 
would appear to be offset by the greater pesssimism of the slump. But my con- 
tention is that the effects of the two are not symmetrical. The worst that slump- 
pessimism can do is to interrupt the investment process altogether. But if the 
tide of boom optimism carried the economy to a higher plateau of productivity 
and of the standards of living, the cessation of investment in the subsequent 
slump will not mean a return to the “ floor ” of the previous slump—the “ floor ”’ 
will have risen—while the rise in the ‘ full-employment-ceiling ’”’ as between 
successive booms is itself largely conditioned by the tide of optimism in booms. 
Of course, if entrepreneurial attitudes are in themselves assymetrical—if there 
is a consistent bias towards optimism—the stimulus to progress will be even 
stronger than if they are merely volatile. 

The above view receives strong support from (and in fact is greatly dependent 
on) Mr. Duesenberry’s analysis of consumption behaviour and saving in Income, 
Saving and the Theory of Consumer Behaviour, according to which once a higher 
standard of consumption is reached in the boom, the consumption function 
shifts, and the subsequent fall of consumption in the slump is less than it would 
have been otherwise. Equally, it supports the view that the maintenance of 
consumption in slump periods by means of anti-cyclical fiscal devices, unemploy- 
ment pay, etc., must tend to accelerate the trend rate of growth of the economy. 
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Schumpeter’s hero, the ‘innovating entrepreneur,” whom we 
dismissed so summarily and rather contemptuously at the begin- 
ning, is found, after all, to have an honourable place, or even a 
key role, in the drama—even though we prefer to endow him with 
a rather more variegated character. He is a promoter, a specu- 
lator, a gambler, the purveyor of economic expansion generally, 
and not just of the “‘ new ” techniques of production.! 
NIcHOLAS KaLporR 
King’s College, 
Cambridge. 


1 The conclusion that in a capitalist society—.e., in a society where investment 
decisions are made by a multitude of entrepreneurs in the light of profit-expecta- 
tions—the trend rate of growth is likely to be all the greater the more powerful 
are the cyclical forces, is not to be taken to imply that progress must necessarily 
take the form of fits and starts, whatever the institutional arrangements of 
society. If investment were centrally planned and the consumption function 
continually adjusted to secure full employment (given the planned rate of invest- 
ment) there is no reason, in theory, why progress could not take place at an even 
rate. 














THE FINANCIAL ASPECTS OF TOWN AND COUNTRY 
PLANNING LEGISLATION 


It is generally agreed from experience that no ideal solution to 
the problems of compensation and betterment can be provided in 
terms of relating gains to losses. Theoretical reasoning leads to 
the same conclusion. Two questions therefore confront us : why 
is this so, and what are the alternatives that remain ? 

Those unfamiliar with the compensation and betterment prob- 
lem may care to think of it in the following terms. Town planning 
attempts to secure the best use of land, taking into account social 
as well as individual advantage. Any such interference provides 
for a land-use pattern different from that which would otherwise 
have prevailed, and disturbs income expectations and market 
values, occasioning for some landowners fortuitous gains, for others 
losses. On the view of equity most widely accepted, and from the 
standpoint of saving in compensation cost to the public, these 
gains and losses should be offset as far as possible. At the same 
time, however, it is also assumed that land should remain in 
private hands and be allocated to its permitted use through the 
medium of the market. These objectives conflict; the taking 
away of the gains from benefited landowners reduces market 
prices below effective minima, so that land is seldom made avail- 
able for development ; or if it is, only at such prices that after the 
payment of any levy the overall cost of development is prohibitive. 
The problem therefore is to construct a compromise between the 
minimising of compensation costs to the public on the one hand 
and the efficient operation of the market on the other. Several 
such compromises are in fact available; the ultimate question is 
which is the most satisfactory ? 


I 


In the first part of this paper we are not dealing with the prob- 
lem in its entirety but only with that part of it to do with the re- 
lating of the gains to the losses, without worrying about the require- 
ments of the market. These are not mentioned until we discuss 
the various approaches that can be made to the problem in the 
second part of the paper. 

It will help at the outset to have a clear picture of the land 
values to be mentioned. The accompanying diagram relates to 
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the calculations a builder might make in connection with a new 
project.1_ In it, OF measures the estimated economic life of the 
building; the ordinates of the curve GR measure the anticipated 
annual gross rental; the areas ACB and DEFO represent res- 
pectively the capital and operating charges associated with the 
building ; and it is assumed that the builder’s own opportunity 
cost is included in the capital charges ACB. This leaves the 
builder with the residuals measured between the lines BC and DE 
out of which to pay for the land. 

The total capitalised value of all these residuals is the builder’s 
reserve price for the site. This is the sum the builder will be 
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prepared to pay under the most pressing circumstances rather 
than be denied the site’s use. We can think of it as being 
equivalent to the whole of the area BCED. 

Market price is the amount of this reserve price the builder 
is required to surrender in order to exclude other builders from 
the site. Normally less than the reserve price, it is equal to it 
only in the hypothetical case of perfect competition. Market 
price is shown by the area X YED, the area BC Y X is pure surplus. 

Finally, market price is divided into agricultural-use, or 
existing-use, value and development value. Agricultural-use, or 
existing-use, value is the price the site would fetch supposing it to 
be restricted to its existing use, and development value is the incre- 
ment attaching to it because it is eligible for development in a 


1 This has been adapted from the basic valuation formula given by Ratcliff in 
Urban Land Economics (McGraw-Hill, 1949), p. 357. 
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higher use. Agricultural-use value is shown by the area WVEZD, 
development value by the area XYVW. What we have to say is 
concerned mainly with development value. 

The most convenient way of illustrating the points we wish to 
make is to start by re-examining critically the concept of “ shifting 
values.” The effect of planning provisions on development 
values, we are told by the Uthwatt Committee,’ is not to destroy 
these values, but merely to shift them from one place to another. 
In the case of new development, if permission to develop is 
refused on one site but granted instead on another, the develop- 
ment value that would have crystallised on the first site is not 
eliminated, but merely transferred to the second. And similarly, 
in the case of redevelopment, where land users are required to move 
out from congested areas the loss of development values there is 
just offset by the new development values created as a result of 
the users settling elsewhere. So it is said the gains and losses 
resulting from planning provisions, theoretically, at least, balance 
out, and the claims for compensation for loss can be met wholly 
out of the gains.?_ In showing that this conclusion is false, that 
the gains and losses do not necessarily balance out, but that either 
one may exceed the other in an unpredictable fashion, we discover 
something of the underlying reasons why attention in recent years 
has been given to “ once-for-all”’ as opposed to “ continuing ” 
solutions. Frustration in the attempt to adjust continuously the 
gains and the losses has led to the demand for a new approach. 
We are not dealing with the undefined practical difficulties in 
handling the gains and losses alluded to by the Uthwatt Com- 
mittee, but with the underlying theoretical reasons that make 
nonsense of that Committee’s suggestion that there is such a thing 
as the conservation of land values. 

One reason why the gains and losses of development values 
resulting from planning provisions may not balance out has already 
been given by Sir Arnold Plant.* If permission to develop is 
refused on a particular site, it is possible that the development 
may not occur at all thereafter in this country. The builder may 
be entirely discouraged from undertaking his project, or he may 
transfer his activities abroad. In either case there will be a loss 
of development value but no corresponding gain, at least from the 
viewpoint of our own society. This is a valid argument, but not, 


ce 


1 Final Report of the Expert Committee on Compensation and Betterment 
1942, Cmd. 6386, p. 15. 2 Ibid., p. 23. 

3 Address to Chartered Auctioneers’ and Estate Agents’ Institute, March 
3, 1949. 
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I think, an important one. For one thing the range of alter- 
natives available to builders looks like being fairly wide; for 
another, the development plans themselves are extremely flexible. 
Any inhibitive effect is unlikely to be large, and anomalies can 
quickly be taken care of. It is far less serious than the inherent 
objections which can be brought against the concept. 

To say that a particular form of development gives rise to the 
same development value wherever it occurs—and that is virtually 
what the shifting-value concept as put forward by the Uthwatt 
Committee says—apart from inferring infallibility on the part of 
the planner, is to imply two things : first, that there is a special 
relationship between the development value attaching to a site 
and the gross rental earned by the building standing upon it; and 
second, that a given quantum of social and economic activities 
always gives rise to the same total of gross rentals, however those 
activities are distributed. It can be shown that both of these 
propositions are false. 

Let us first consider the relationship between development 
value and gross rental. If there was anything special about this 
(that is to say, if it was possible to predict what the development 
value associated with a particular building was likely to be from 
the gross rental earned by it), then surely we would not expect to 
find the determinants which are peculiar to development values 
varying in the arbitrary way they do. Either their variations 
would follow a predictable pattern or the determinants them- 
selves would be common to both development value and gross 
rental. This is not the case. 

The first determinants, working down to development value 
from gross rental, are the capital and operating charges associated 
with the building. These are affected not only by the form of the 
building but also by such factors as the physical properties of the 
site, its shape, topography and the nature of its sub-strata, the 
local cost structure of building labour and materials, the site’s 
annuity of wind, rain and sunshine, which materially affect. main- 
tenance costs, of course, and the local rate burden. Then among 
the determinants of market price are such local variables as the 
number of sites available to the builder in the immediate vicinity, 
the number of builders interested in these and the reserve prices 
of these builders. Finally, development value is determined by 
the site’s agricultural-use value, and this depends on the fertility 
of the soil and nearness to local agricultural markets. All of these 
factors are peculiar to particular sites, and do not necessarily have 
any significance for gross rental at all. On account of any or all 
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of them, therefore, it is possible for the development values 
attaching to alternative sites to vary even when the form of 
development associated with the sites and the gross rentals earned 
by them are identical. So for the gains and losses of development 
values resulting from planning provisions to balance out, all these 
factors we have just mentioned must be the same, or their differ- 
ences compensating, in the case of all the sites associated with each 
shift in values. Neither of these possibilities can be considered 
seriously ; nor, we suggest, is the amount of unbalance implied 
predictable. 

What we have just said only disproves that there is a special 
relationship between development value and gross rental. It 
still remains true that gross rental is a fundamental determinant 
of development value. The other reason we give why the gains 
and losses of development values are unlikely to balance out 
turns upon this connection. It concerns the second proposition, 
that a given quantum of social and economic activities always 
gives rise to the same total of gross rentals, however those activ- 
ities are distributed. The wider truth here is that the total of 
gross rentals, and hence the amount of development values, 
depends not only upon the quantum of social and economic activ- 
ities, but also upon two further factors that vary considerably 
from one form of urban layout to another : the level of transport 
costs and a factor referred to as the friction of space introduced 
into the urban pattern. 

The fact that the social and economic activities we want to 
perform in a single place cannot all be performed in that place, 
but must occur instead over a wide area, means that each of us 
in the conduct of our daily affairs is confronted with the friction 
of space. To overcome this, as a society we build at higher densi- 
ties as far as other amenity and health requirements allow, and 
develop and improve the means of transport. The one involves 
higher urban rents, the other travelling costs. In a sense there- 
fore, that part of gross rental which is attributable to the con- 
venience of location, and that part of transport costs not incurred 
for the pleasure of travel or as a result of wanting to perform 
different functions in separate places, can be regarded as the com- 
ponents of the cost of friction. What is more, there is a special 
relationship between these components ; a rise in the price of either 
convenient locations or transport facilities is likely to lead to greater 
dependence being placed on the other. In the general case there- 


1 For a fuller account of this relationship see R. U. Ratcliff, op. cit., pp. 371-3 
and references there cited. 
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fore the total of gross rentals will remain the same under planning 
provisions, given the quantum ofsocial and economic activities, only 
if the relevant part of transport costs and the total cost of friction 
remain the same also. This is the second condition for a balance 
between the gains and losses of development values resulting from 
planning provisions. It is not merely a matter of judgment to 
say that it is unlikely to be satisfied; one of the main aims of the 
planner is to make sure that it is not, virtually so at any rate, since 
his major task is to reduce the amount and cost of friction in our 
unplanned cities. 

As an illustration, take the case of an industrialist who is 
directed farther away from a town than his present siting. 
Assume that the site he is directed to is identical in every way 
with the first from his own viewpoint, that it would earn the same 
gross rental when developed, and give rise to the same develop- 
ment value. On the face of it then, the planning provision has 
not affected the total of gross rentals at all, and there is a balance 
between the gains and losses of development values. But there 
is still to be taken into account the consequences of the change as 
regards the workers and the houses they live in. The increased 
friction of space confronting the workers in getting to their place 
of work imposes upon them an additional burden in the form of 
higher transport costs. At the same time, however, it makes the 
houses they live in less-convenient dwellings than before. If and 
when this last factor tells in the housing market it means that the 
workers will be able to pass on part of their initial burden in the 
form of lower gross rentals. In that event the total of gross rentals 
will be affected and the seeming balance between the gains and 
losses of development values upset.} 

There are two inherent reasons then why the gains and losses 
of development values do not necessarily balance out. First, 
because there is no special relationship between development 
value and gross rental; and second, because a given quantum of 
social and economic activities can give rise to different totals of 
gross rental, depending upon how the activities are distributed. 
Moreover, if what we have said is true, without special knowledge 
of each case it is impossible to predict whether gains or losses will 
predominate. And as a corollary, two projects identical in form 
and enjoying the same advantages of location as measured by 


1 The fact that the friction of space is increased in this example is not neces- 
sarily inconsistent with what was said about the planner seeking to reduce this 
factor. This may well be the outcome of many individual decisions before the 
overall objective is achieved. 
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their gross rent-earning capacitites can give rise to different 
development values, depending upon local physical and market 
variations. 

How does this affect the problem of compensation and better- 
ment? As long as the concept of the conservation of land values 
was accepted, it was valid to think of a solution to the problem 
either in terms of the gains or losses singly, for it could be assumed 
that any identifiable gain, for example, matched a corresponding 
equivalent loss somewhere else. But now the situation is different. 
If a formula is drawn up in terms of the gains, it may well be that 
the contributions from benefited landowners will exceed the losses 
in some cases ; if it is drawn up in terms of the losses there will be 
no saying whether the gains will always be sufficient to meet them ; 
in either case, or with a conditional combination of both, de- 
velopers undertaking seemingly identical projects can find them- 
selves contributing disproportionately. On any reckoning there- 
fore a solution would only need to meet the case of fairness and 
adequacy in matching the gains to the losses in one set of circum- 
stances to secure that it failed to do so in many more. There 
could be no apportioning the loss either amongst benefited land- 
owners or between benefited landowners and the public, in 
accordance with any predetermined ratio, the public would have 
to stand by as residual legatee to meet deficits and receive sur- 
pluses, and individuals’ contributions would not stand comparison. 
In the light of this evidence we find reason for believing that a 
fair and practicable solution cannot be provided to the problem 
even in principle, and justification for the change in approach 
that was made to the problem by the Uthwatt Committee. 

There is a further difficulty arising, not from shifting values 
but from floating values, which is worth mentioning because of 
its topical interest. It has been discussed again only recently in 
connection with the Government’s latest White Paper. The 
question arises when it is decided to pay compensation in respect 
of lost development rights, at what price shall these rights be 
regarded-—at their full market price as claimed by landowners, or 
at what is held to be a fairer price, namely their true actuarial 
value, or value to the State. For it is argued that because owners 
are given to optimism respecting the prospects of development 
settling on their own sites, as long as potential development value 
is still ‘‘ floating,” their claims in toto for compensation when 
development is prohibited over a large area exceed the true 
development value as calculated on an actuarial basis. That is to 
say the amount of development that would have taken place in 

















1954] FINANCIAL ASPECTS OF PLANNING LEGISLATION 79 


the area would not have been sufficient to fulfil all the expectations. 
So it is said that instead of the claims being met at their full 
market price they should be written down first to their true actu- 
arial value. In stating our own misgivings about this final 
conclusion we will be illustrating yet another obstacle in the way 
of an entirely fair solution, and justifying once again an official 
change in policy. 

A practical reason for doubting the wisdom of writing down 
the full claims has been recognised from the start. At best the 
written-down value can be only an intelligent guess. So care 
must be taken that a greater injustice is not done to landowners 
than that spared the State. We endorse this view fully, the more 
so since now it is possible to understand that the intelligent guess 
covers not only estimating the future demand for accommodation 
in the area, but also allowing for the entire gamut of factors we 
have mentioned in connection with the problem of shifting values. 
We would like to draw attention in addition, however, to a second 
unsatisfactory feature, which so far appears to have escaped 
notice. 

Put briefly our point is this : the extent to which development 
values are over-estimated in total by landowners when develop- 
ment is prohibited over a wide area is not only a function of the 
innate tendency to optimism on the part of landowners, but also 
of certain quantitative relationships inherent in the phenomenon 
that vary considerably from one case to another. So that the 
degree of over-estimation is not everywhere the same; and in 
writing down the value of the development rights, as is done, 
uniformly, injustice occurs as between landowners in one place 
and those in another. The two main relationships we refer to are 
these: first, the ratio between the number of landowners in the 
prohibited area and the size of the prohibited area; and second, 
the ratio between the amount of land that would actually have 
been developed and the size of the prohibited area. 

Regarding the first, it seems reasonable to suppose that the 
more owners there are to the acre making optimistic estimates, the 
greater will be the total effect of their optimism, and consequently 
the degree of over-estimation. There are three reasons for this. 
If it be accepted that optimistic estimates are made at all, then 
this must be due to the plurality of ownerships. For a single 
owner of all the land surrounding a town could not possibly over- 
estimate the prospects of the anticipated development of the town 
occurring on his land; there is nowhere else for it to settle. Nor 
would he pay more than the true development value when pur- 











80 THE ECONOMIC JOURNAL [MARCH 


chasing the land. Thinking in terms of a lottery, an individual 
would not buy all the tickets in it, and probably he would be 
unwilling to buy a half or even a third of them. Yet he is fully 
prepared to be optimistic about his chances when buying only two 
or three tickets. This suggests that the degree of optimism is 
determined amongst other things by the ratio between the specula- 
tive outlay and the prospective gain. Relatively smaller out- 
lays, that is a larger number of speculators, would produce a 
greater amount of optimism. Secondly, accepting Professor 
Shackle’s view! that expectations are based on potential surprise 
not numerical probability, it seems that the degree of over- 
estimation must increase with the number of owners because, in 
his terminology, the total focus gain is higher. For each owner 
the focus gain is determined mainly by the total anticipated 
development value, and is largely independent of the number of 
other owners making similar calculations. It is enough that each 
owner should know of no solid, identifiable reason why the 
development should not settle on his own site for him to attach a 
relatively high focus gain to the speculation. On this reckoning 
the focus gain exceeds the true actuarial value. What is more, 
the focus gain for each additional owner is related to the same 
total development value, if his holding is capable of accepting all 
the development, whereas the true actuarial value falls with each 
further subdivision of the land. So the total degree of over- 
estimation must increase with the multiplicity of ownerships, at 
least up to the point where each holding is just capable of receiving 
the whole of the anticipated development. Finally, it is probable 
that small speculators will be less well-informed that larger ones. 
If so they are more likely to be influenced by the gains that are 
made out of land speculation than the losses, since unless the latter 
are exceptional, they will tend to pass unnoticed. Regarding the 
second ratio, it is self-evident that the higher the proportion of the 
prohibited area that would have actually been developed, the less 
scope there is for over-estimation. 

Therefore, the inflation of development values is likely to be 
more marked in some areas than in others, and a differential 
write-down is the only fair way to deal with them. But there is 
the difficulty, even supposing such a write-down was practicable, 
how would landowners react to their differential and seemingly 
unfair treatment? Recognising the measure of real inequity 
introduced as between landowners by a uniform write-down and 


1G. L. 8. Shackle, Hxpectation in Hconomics, (C.U.P.: 1952), pp.»91-—2. 
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the danger inherent in intelligent guesswork of doing }andowners 
in general a greater injustice than that spared the State, we are 
inclined to believe that the Government is right in returning to 
the full value of the admitted claims as the basis for compensation 
for the existing development values, until those who argue to the 
contrary can put up a more convincing case. 


II 


So it is apparent, even from considering the compensation 
and betterment problem in its narrowest sense, that is, with- 
out taking any account of the requirements of the market at all, 
that an entirely fair and adequate solution cannot be provided. 
This being so, what are the alternatives before us, and the limita- 
tions attaching to these? Altogether we consider three views : 
no detail is intended, nor are we evaluating except in a limited 
economic sense. Our main purpose is to give a general impression 
of the various views of equity and lines of thought on different 
solutions that have run through the debate, so that finaily it may 
be possible to appreciate the present position a little more easily. 

The first view of equity we take is the most popular and also 
the most social that is held in connection with the problem. It is 
distinguished by the fact that it focuses upon the nature of the 
land values involved. Deriving initially from the real-cost theory 
of value inherent in the Ricardian theory of rent, and finding 
support in the unearned increment arguments of John Stuart 
Mill and Henry George, it argues that because development 
values arise primarily out of the natural growth of society they 
are unearned, and do not give rise properly therefore to individual 
claims at all, but only to social ones. Thus, in the event of their 
being lost under planning provisions, there is no real need to 
compensate for them, except perhaps in special circumstances ; 
and those accruing fortuitously to benefited landowners are 
properly taxable, like all development values whether the outcome 
of a planning provision or not, at 100%. So it is concluded that 
the simplest and most equitable solution to the compensation and 
betterment problem is to vest all development rights in the State 
at once, and to arrange for their conditional sale or letting when 
developers wish to exploit them. The only need to pay com- 
pensation is in respect of development values existing at the date 
of the enacting legislation, which might have been acquired by 
their owners under a treaty of sale. In essence this was the con- 


clusion reached by the Uthwatt Committee, albeit on the grounds 
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of expediency and out of appeal to Common Law rather than to 
the particular view of equity here described, and was the basis, 
principle of equity as well, for the solution introduced in the 
1947 Act. 

To the extent that it secures minimum compensation costs to 
the public it is a success, but otherwise there is little to be said for 
it on economic grounds. It is entirely inconsistent with the rest 
of our economic thinking, since it ignores the principle of oppor- 
tunity costs, and inconsistent as well with the operation of a free 
land market. Acceptance means that, strictly speaking, we 
should attempt to identify the lowest use value of every other 
factor of production, declare all increments over and above these 
to be unearned, and tax them at 100%. Nor rightly could we 
stop there; since we are looking for the portion of value due to 
the growth of society, well nigh the whole of the lowest use value 
would be taxable as well. As for its inconsistency with the 
market, the trouble here is that it takes away from landowners 
all incentive to part with their land when it is required for develop- 
ment. To overcome this, either the principle of equity has to be 
compromised up to the point of leaving with landowners enough 
of the development value to induce them to sell their land when 
it is wanted; or the market must no longer be relied upon to 
perform the function of calling forth new supplies of land for 
different uses. The freehold must be vested in a public authority 
so that there is no question of the land being unavailable. 

The second view we consider is the complete antithesis. Its 
distinction is that it focuses upon the function of private owner- 
ship. It is the job of the private owner to see that his land is put 
to the best use. This involves him in a period of waiting, and in 
the risk of loss in that he may ultimately be left with his land 
undeveloped or may have to accept a lower price for it than one 
previously offered. The value increment he receives is the reward 
for assuming this risk, and in an approximate way is commen- 
surable with his sagacity and foresight. Thus development 
values are earned, not unearned, increments, and should properly 
be left with the landowner. So if they are lost under planning 
provisions they should be compensated for in full; and no tax 
should be levied on benefited owners, because they are only 
receiving their due. It is no strong argument to say that plan- 
ning has eliminated uncertainty and therefore the need for risk 
bearing, for planners are not infallible and the plans themselves 
are flexible. 

Virtually there is nothing to say about this view from an 
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economic angle, except that it is entirely consistent with the rest 
of our economic thinking and accommodates perfectly of course the 
working of a free land market. But equally obviously, its main 
drawback is that the whole cost of compensation falls on the public, 
benefited landowners retaining all they receive. How far this is 
acceptable is a matter entirely for subjective evaluation. Presum- 
ably one would have to be satisfied that the cost of compensation 
was less than the social cost of disturbing the system of land 
tenure. 

Finally, a third view standing some way between the other 
two as regards its social bias, considers the problem from yet 
another angle, that of the benefits conferred by the planning 
provision. It owes most to the betterment principle originally 
incorporated in the early Town Improvement Acts, and subse- 
quently officially recognised by the Select Committee of the House 
of Lords on Town Improvements in 1894. It is perfectly true 
that individual landowners benefit from planning provisions to 
the extent that the development value of their land is enhanced, 
but so also does society benefit in the form of improved urban 
lay-outs and better living conditions generally. Therefore rather 
than benefited landowners bearing the whole cost of compensation, 
would it not be more reasonable for them to share the loss with the 
benefited public as well, the individual owners contributing not 
more than the measurable benefit they have received from the 
planning provision, and the public standing the remainder? This 
would involve the public paying the compensation as the loss 
occurs and collecting some part of the development value when 
it is realised. 

This it will be recognised is a continuing solution; its success 
or failure from an economic view depends on three things : first, 
whether the part of the development value deriving as a direct 
result of the planning provision can be identified apart from the 
increment that would have accrued in any case as a result of 
the growth of society; second, whether the taking away of the 
appropriate portion of the development value would impair the 
functioning of the market; and third, whether valuation practice 
is adequate to recognise the separate values that would have to 
be identified uniformly and with certainty. As regards the first 
of these, it is hardly conceivable that the two components of 
development value are distinguishable, indeed it can be questioned 
whether the idea of a development value consisting of these two 
components is valid at all, for as the Uthwatt Committee pointed 
out, since there will be an over-riding power to say what shall and 
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what shall not be done with all land, in a sense all development 
value is attributable to planning decisions. On the second point, 
whether the levy made would impair the operation of the market, 
we can agree that it would not, only if first we accept that there 
is an element of absolute or pure economic rent in urban ground 
rents, and secondly, if the amount of the development value 
taken did not exceed this amount. As regards the third, the 
adequacy of valuation practice, it is only necessary to say that 
it is difficult enough ascertaining market price, let alone value 
components that might not be there. As a practicable proposi- 
tion therefore this view will probably reduce itself to no more than 
this; development values would be restored to private owners, 
who would receive compensation for them in full in the event of 
their loss, and an annual planning levy would be imposed on all 
developed land, which for the want of adequate valuation tech- 
niques would have to be at a flat rate per acre low enough to secure 
that the poorest developers could pay it without feeling inhibited. 
The difference between what was paid in compensation and what 
was collected in planning levies would be regarded as the public’s 
share of the loss. Its merit over the first view is that is does not 
disturb the system of land tenure and is consistent with the 
operation of a free land market. It does not, however, secure 
such a low compensation cost to the public. On the other hand, 
it secures a lower compensation cost than the second view without 
being any less consistent with the operation of a free market. 

Briefly these are the alternatives before us and their relative 
strengths and weaknesses so far as our present interest goes. Let 
us finally look at recent legislation and policy recommendations 
in the light of what we have been saying. 

All official policy in post-war years has stemmed from the 
report of the Uthwatt Committee, whose solution corresponded 
broadly with that at the end of the first view we described. 
However, there have been important differences and changes. 

The Uthwatt solution, whatever may be said of its practical 
drawbacks, was at least internally consistent. While the develop- 
ment rights of undeveloped land were to be vested in the State, 
provision was also to be made for the public acquisition of land 
when it was required for development. It was consistent, too, 
in that it sought to make a betterment levy on all development 
values as they appreciated, not merely as they were newly realised. 
In the matter of compensation for the existing development 
rights the Committee came down on the side of those who argued 
for relating it to true actuarial value, not full market price. 
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The Town and Country Planning Act of 1947, without achiev- 
ing anything more by way of securing a solution to the compensa- 
tion and betterment issue than the Uthwatt Committee’s Report, 
destroyed the latter’s essential consistency. Proclaiming an even 
stronger social conviction, it relied to an even greater extent on 
the working of the market. The development rights of all land 
were vested in the State; claims for compensation for them were 
not admitted as a matter of right, but only as a means of avoid- 
ing hardship ; whilst the recommendations to provide for municipal 
ownership were ignored, except with regard to land associated 
with comprehensive redevelopment. The ground was laid well 
enough for minimising the cost of compensation to the State; but 
no provision was made for securing that the supply of land was 
forthcoming at its proper price when required, except in one section 
of the Act, which it was hoped would not be frequently invoked. 

This was the situation the present Government set out to 
retrieve in its White Paper! last November. It has done so at the 
expense of equity. To satisfy the requirements of the market it 
has compromised the principle of equity underlying the 1947 Act, 
not merely to the extent of leaving with landowners sufficient 
part of the development value to induce them to part with their 
land when it is wanted, but to the extent of leaving with them 
the whole of the development value. But this is so only in those 
cases where it has been decided to let the market mechanism 
operate, which is far from universal. The categories of land 
subject to compulsory acquisition are retained as in the 1947 Act, 
and in such cases the development value is not included in the 
purchase price. Thus if an owner is fortunate enough to find a 
private developer to buy his land he can realise the development 
value and keep it; if he is unfortunate enough to have his land 
compulsorily acquired he receives only the existing-use value plus 
any other value existing in 1947. The new proposals then, not 
only compromise the principle of equity embodied in the 1947 
Act, but introduce a considerable measure of inequity as between 
the treatment of different landowners on their own account. And, 
of course, to the extent that no development charge is collected, 
they do not secure the minimum of cost of compensation to the 
public originally intended by the Uthwatt Committee and the 
sponsors of the 1947 Act. They are, however, workable. 

May I conclude with a personal opinion. Having departed so 
far from any identifiable concept of equity, having settled for a 


1 Amendment of Financial Provisions, Cmd. 8699 (H.M.S.0O., November, 
1952), 
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higher compensation cost to the public than that originally envis- 
aged through the vesting of development rights in the State, and 
having created so much inequity as between different landowners 
in order to make the variations on the Uthwatt theme workable, 
might it not be time for simpler thinking in this matter? If so a 
continuing solution after the kind indicated at the end of our 
third view might fit the bill—in brief the restoration of all develop- 
ment rights to private owners and the imposition of a flat annual 
planning levy on all developed land. 
H. R. Parker 
Liverpool University. 

















;DEVELOPMENT CHARGES AND THE COMPENSATION- 
BETTERMENT PROBLEM 


In his careful and detailed analysis of the effects of the Town 
and Country Planning Act of 1947 on development as a result 
of the system of Development Charges, in the June issue of the 
Economic JourNAL, Mr. Turvey rightly stresses “the alloca- 
tional aspects.” Indeed, he argues that “ at least in recent years, 
more attention seems to have been directed to the distributional 
aspects than to the allocational aspect.” 1 While agreeing that 
the allocational aspects are the most important, we may doubt 
whether it is in fact true that these have been neglected. The 
disagreement rather arises as to the norms by which the alloca- 
tional aspects are to be judged. Mr. Turvey, without explicitly 
stating as much, lays great stress on the efficacy of the free 
market in land in allocating resources, whereas those responsible 
for the 1947 Act held a different, and equally tenable, doctrine. 
After dealing with this fundamental issue, we turn to some 
detailed points in Mr. Turvey’s analysis of the market in land. 
It does not seem that his strictures on the doctrines of shifting 
and floating value are entirely justified, and he exaggerates the 
effect of development charges in preventing development. 
Many of these points seem to arise from his a priori assumption of 
the efficacy of the free land market. 


DISTRIBUTIONAL CONSIDERATIONS 

One obiter dictum of Mr. Turvey’s on compensation can hardly 
be left unmentioned. He argues against compensation in terms 
of 1947 values on the grounds “that what is considered just 
must depend on expectations about the future movement of the 
general price level.” 2 This does not seem so. If the Govern- 
ment on a given date says that it will buy up an asset at market 
prices ruling at the date in question, it acts perfectly fairly, and 
makes the asset “ gilt-edged.’”’ People who keep such assets 
know perfectly well that in future they have a fixed money 
value, and if they prefer assets whose values fluctuate with the 
value of money, they can exchange them in the market. The 
determining factor is not expectations about the future course 
of prices, but the expectations induced by Government action. 
A similar argument applies to the precedents of the 1932 Planning 
1 P. 300. 2 Pp. 315. 
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Acts. Whether wise or not, by excluding compensation in certain 
cases, they gave notice once and for all that in future land- 
owners should not expect more than a given value for their 
property; hence, except for those foolish enough to speculate 
on changes in Government policy, the values were destroyed 
once and for all.} 


TOWN-PLANNING AND SocraL Costs 

The main objection to a free market in land as a means of 
providing for the best use of land is that developers take account 
only of private costs, whereas social costs, both pecuniary and 
non-pecuniary, are far more important to the public as a whole. 
There would be no need for town-planning at all if there were 
not some discrepancy between private and social costs in this 
field. There will indeed be few who will dispute the need for 
some town-planning. The problem is rather the weight to be 
given to market values in determining the proper planning 
policy. Mr. Turvey adopts a moderate position in stating that 
he does not mean to imply— 

“that the current development value of the property is 

the only factor relevant to the decision whether to impose 

a restriction, but merely that it is one of the many factors 

which should be taken into account. Celeris paribus the 

greater is the development value the smaller will be the gain 

(or the greater the disadvantage) of preventing or limiting 

the development whose prospect confers value upon the land 


9 


in addition to that arising from its existing use.” ? 
This is unexceptionable, but it may be questioned whether the 
implicit importance that Mr. Turvey gives to the ceteris paribus 
clause is not one-sided. At the one extreme would be those 
who argue against all town-planning at all, at the other extreme 
what we may call the “town-planning attitude,’ * that the 
importance to be given to development values is minimal. In 
this case, there are good reasons for distrusting the market 
mechanism, and thinking that the truth lies nearer the town- 
planning attitude. 
The reasons for thinking that the land market does not reflect 
social values and that town-planners need pay its valuations 


1 See Mr. Turvey’s arguments in note 1 on p. 316, and accompanying text. 
There may have been some unfairness in the delay between the passing of the 1947 
Act and the assessing of the value of claims, during which period claims were 
virtually unsaleable. Similar problems have arisen in compensation for coal- 
mining assets. * P. 2a 

3 It may be that there are many town-planners who would adopt an attitude 
nearer the other extreme, but in general it would seem that the architects and 
town-planners tend towards this extreme. 
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little attention have in fact been given in the Barlow Report } 
and the various planning reports, such as those for London and 
Greater London, and for other large cities. Planning proposals 
for these regions do in fact involve a deliberate flouting of the 
pattern of land values that a free market produces, and it is 
generally accepted that this is desirable, on long-run social 
grounds, if not because of the pecuniary costs borne by public 
authorities that private developers do not take into account. 
Thus the Uthwatt Committee openly stated that “‘ under a system 
of well-conceived planning the resolution of competing claims 
and the allocation of land for the various requirements must 
proceed on the basis of selecting the most suitable land for the 
particular purpose, irrespective of the existing values which 
may attach to individual parcels of land.” ? 

Whether this attitude is right or wrong cannot be discussed 
here; it is clearly not a matter of economic theory, but requires 
a general social and moral judgment taking into account a wide 
range of social facts. Mr. Turvey never openly faces the issue, 
but implicitly introduces a series of assumptions as to the im- 
portance of the land market. Thus one of his criticisms of the 
present Government’s proposals as given in Cmd. 8699 is that 
the compensation figure to be used in future, because it is to be 
based on 1947 values and not current values, will not be “ useful 
in deciding whether or not the planning restriction in question 
ought to be imposed.’ Furthermore, he thinks that the fact 
that Local Authorities will not have to pay compensation for 
planning restrictions ‘“‘ may lead some planning authorities to 
impose too many restrictions.” * In the case of acquisition of 
land by Local Authorities, where 1947 development values will 
have to be paid, a Local Authority may be led to buy a site that 
is cheaper to them, but ‘‘ with the higher current market value 
and therefore, cet. par., not the site which (from the allocational 
aspect) should be chosen.” Again, “ compensation at market- 
value would reduce the need for wisdom and make valuation 
for compensation less arbitrary.”* This assumes, as in the 
discussion of the results of the Central Land Board’s activities, 
that these effects are important, which might well be disputed 
by someone who had less faith in the allocative efficiency of the 
market in land. 

It is perhaps because of his neglect of the “ town-planning 
attitude ” that Mr. Turvey adopts the attitude he does to the 


1 Cmd. 6153. Implicitly, if not explicitly. 
316. 


2 Cmd. 6386, para. 22. 2. 4 P. $17. 
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question of shifting value. Of course “there is no economic 
law of the conservation of value,’’ but it does not follow from this, 
as Mr. Turvey seems to assert, that planning inevitably destroys 
total values.1 There are two possibilities : either there is a net 
loss of values as a result of planning interferences or there is a 
net gain. It seems that, whereas Sir Raymond Unwin un- 
doubtedly stated a belief in a 100% shift of value, and the 
Uthwatt Report asserted that “‘ aggregate values are not sub- 
stantially affected, if at all,” the more important issue is in the 
latter’s assertion that ‘‘ the public control of the use of land . . . 
does not destroy land values.” 2 The truth of this assertion 
depends partly at any rate on a judgment about the efficacy 
of town-planning. It is quite possible that town-planning in 
general increases land values—indeed one would expect it do so. 
(But it is to be noted that, even if town-planning does reduce 
aggregate values, we are not committed to condemning it, as it 
may be valuable because of results which cannot be measured 
in money terms even if we could measure the value to Local 
Authorities of land-uses such as open spaces, museums, etc.). 
The original discussion arose not out of some academic theory 
as to the precise effects of town-planning restrictions, but because 
town-planners (perhaps optimistically) believed that betterment 
could (in theory) pay for compensation and that town-planning did 
not in fact lead to an actual loss of land values. The 100°% shift 
theory was an attempt to rebut the pessimism of attitudes such 
as that implied by Mr. Turvey without asserting anything too 
immodest; but of course it was in itself untenable. 


A Free Market mn LAND 


(a) Let us first assume that all parties are aware of market 
conditions, and that uncertainty does not enter into the bargain- 
ing. A given site then has an upper limit of value represented 
by the maximum price a developer would pay rather than go 
without the land, and a lower limit represented by the value of 
the land in its existing use or the price other developers would 
pay for it rather than go without using it in its next most profitable 
use. We will call the former value “development value ” and 
the latter “‘ market value.”’ If the developer is a single individual 
wanting the land for a unique use,® he will pay “ market value,” 
if there are several pieces of land he could equally well use, owned 


1 P. 301. The assertion is not made, but the examples are of cases where 
values are destroyed. 2 Para. 26. 
® By unique use we mean the case of the “ special buyer.” 
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by different people, and he will receive as a surplus the difference 
between the market value and that price he would have just 
been ready to pay in order not to forgo the profits to be earned 
from the development, t.e., development value. If he is bargain- 
ing with a monopolist landowner, the monopolist may extract 
all the surplus from the developer, or he may share it with the 
developer, but he will not prevent the developer from earning 
his necessary profit. If he does, all the surplus is lost. 

If there is no such unique use, but only a series of competing 
uses, for each of which developers are ready to pay the same 
maximum price, the developers will bid against each other, and 
the full surplus will accrue to the landowner or landowners. 
Development value may therefore be equal to, or greater than, 
market value. On the other hand, market value may be greater 
or smaller than existing-use value ; it will be smaller than existing- 
use value in the case where the existing owner has a unique use 
for the site that no one else shares. When developed the site 
has a value greater than the sum of development value and cost 
of development to the extent of the developer’s profit. 

(b) In fact, landowners and developers do not share a common 
mind about development values, and there is a wide range of 
possible values. As Mr. Turvey says, “Even in a pre-Act 
valuation of a property, say for sale, a divergence of up to 15% 
between the estimates of two valuers was no reflection on their 
competence.” 1 This will obviously affect the distribution of 
the surplus between developer and landowner. A competing 
owner may sell land at a price lower than he could in fact have 
obtained from the market, or alternatively even with competition 
the developer may in fact be forced to give up some of the surplus 
he would normally receive to one of the landowners, if all of them 
have exaggerated views of the market value. In the case of the 
monopolist landowner, he might also be lucky in getting the land 
at less than market value, if the landowner had pessimistic 
expectations, though this is perhaps unlikely. How much of 
the surplus the monopolist can extract from him depends now 
on the accuracy of his insight into the expectations of the developer. 
It is likely that he will not be able to extract all the surplus from 
the developer. But at the other extreme it is even possible that 
he will hold out for a price which the developer thinks excessive, 
so that development is prevented. In a case where there are 
several potential developers, the landowner can always him- 
self undertake the development, and he may have more exag- 
1 P. 308. 
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gerated expectations of profit from it than the developer. He 
may hold out against sale of the land without in fact under- 
taking the development, at least immediately. Thus the mono- 
polist landowner may in fact prevent development that would 
occur if land was held under more competitive conditions. 

Even under competitive conditions it is not inconceivable 
that development may be prevented, once we admit the possibility 
of uncertainties. One example of this is the case of “‘ floating 
value.” If we suppose that a number of landowners have land 
suitable for a unique prospective use, they may all suppose that 
their land will be chosen and hold out for a value higher than the 
market value, so that development of the second-best uses may 
be prevented.! Uncertainties as to market value may in any 
case make them ask a price above market value as a purchaser 
would envisage it, and thus prevent secondary uses, even without 
the problem of “ floating value.” Thus uncertainty reduces 
development below what it would be without uncertainty, even 
in a competing land market. 


FLOATING VALUE 

The problem of floating value arose because landowners 
around cities, seeing some development of housing estates taking 
place, demanded prices for their land such as an estate developer 
would pay. There is no reason to suppose, as Mr. Turvey 
postulates as part of the floating value doctrine, that “the 
average developer was over-optimistic and thus prepared to 
pay as a maximum too high a price.” * The more natural 
assumption was that it was the landowner who was over- 
optimistic. Thus Mr. Turvey assumes the problem away by 
asking whether the Uthwatt report ‘“‘ meant (floating value) to 
indicate that land changed hands at prices which showed an over- 
valuation of the possibility of development.” * The problem was 
not chiefly that anyone bought at too high a price, but that 
quoted prices were above “ market value,” so that second-best 
uses may have been prevented. Thus the Uthwatt Report talked 
of ‘“‘ values claimable by individual owners.”’* The real problem, 
as Mr. Turvey recognises, was the burden on Local Authorities 
when they wanted to purchase the land, and also, and perhaps 
more importantly, when they wanted to sterilise the land as 
part of a green belt. It was potential compensation claims 


1 The same may also occur, if the best use is not a unique use, in the sense 
that several developers would pay the same development value, which would 
equal market price. 

2 P. 302. ®* P. 301. My italics. * Para. 28, quoted on p. 300. 
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rather than actual payments made by Local Authorities on 
compulsory acquisition that deterred proper planning. Hence 
Mr. Turvey’s suggestion of a modification of the rules for judicial 
compensation under the 1919 Act would not necessarily have 
met all the difficulties.1_ The other half of the problem could also 
have been met if the Government and the Local Authorities 
had been more ready to use their powers under the 1932 Planning 
Act, though it is doubtful if this would have been enough to 
prevent an excessive burden of compensation. 

There seems nothing surprising in a situation in which 
suppliers, 7.e., landowners, are holding out for prices at which 
demanders will take only a small part of the supply offered.’ 
In this sense there is not the inconsistency between the doctrines 
of shifting and floating value which Mr. Turvey supposes‘ if 
shifting values are interpreted as values assessed on a global 
basis, taking into account the actual amount of development to 
be incurred, 7.e., minus floating value, and floating values are 
interpreted as values expected by landowners, who are presumed 
to be ignorant of the actual amount of likely development and 
speculatively optimistic.5 It seems a not unreasonable assump- 
tion that this was the meaning of the doctrines of the original 
propounders, even if they were not aware of all the implications. 


1 Pp. 302-3. The discussion in the Uthwatt Report of floating value in 
paras. 21-5 and 28 refers both to compensation for acquisition and for planning 
restrictions, but most of the discussion seems to relate to planning restrictions. 
The same seems to be true of the discussion of the matter in the Barlow Report, 
which led to the setting up of the Uthwatt Committee (paras. 239-41, 249). 

Redrawing of the rules for compensation for restriction of development would 
indeed have solved the problem if they had been clear enough to affect Local 
Authorities’ expectations of the compensation bill. But this would have required 
an explicit statement that compensation was to be based on global assessment 
of the likely development around a given town. 

2 This matter was dealt with in Prof. Abercrombie’s Dissentient Memorandum 
to the Barlow Commission Report (Cmd. 6153). ‘‘ Planning authorities are, 
however, unwilling to take the risk of preparing really strong schemes, particularly 
with regard to built-upon or rapidly developing areas. Thus some schemes are 
weaker than the Minister would in fact be prepared to approve. ... The 
Minister’s discretion as to what is “ proper and reasonable and expedient ”’ in 
excluding claims for compensation is a wide one. ... But he is hampered by 
directions under Section 19 of the Act” (para. 16). Powers were given to 
Parliament and to the High Court to disapprove of schemes, the latter if satisfied 
“that the interests of an applicant have been substantially prejudiced by any 
requirement of this Act ” (First Schedule, quoted in para. 18). 

3 In time, landowners would have realised their mistake, but not soon enough 
to prevent the peppering of the “green belts” of towns with scattered development. 

4 Pp. 301-2. 

5 This interpretation of shifting value is consistent with the Uthwatt Report 
which refers to the case where “ all the land of the country were in the ownership 
of a single person or body”’ (para. 27), which would preclude floating values. But 
the argument is not entirely clear. 
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Nevertheless, though the main problem was always that of 
Local Authorities, it is possible that developers did, in buying 
large sites for housing estates, actually pay “over-bid”’ prices. 
Mr. Turvey finds it “ impossible to assess the conclusions (of the 
Uthwatt Committee) on this matter”! because of lack of the 
evidence they received. But the Uthwatt Committee was set 
up as a result of the report of the Barlow Commission, and the 
Barlow Commission did have some evidence bearing on the matter. 
They reported “‘in 1937 it was estimated that the amount of 
land zoned in draft schemes for residential development was 
sufficient to provide for a population of 291 millions,” ? though 
they rightly add that these draft schemes had not been approved 
by the Minister. The combination of the well-known megalo- 
mania of Local Authorities and the housing boom of the thirties 
would be sufficient to explain over-optimistic attitudes on the 
part of speculative developers, and may in fact have led some 
of them to excessive purchases of land, involving ‘ over-bid ” 
prices for the whole area involved. However, it is quite true 
that in many cases developers would have obtained land as a 
result of competition at prices below what they would have been 
ready to pay. 


DEVELOPMENT CHARGES 


The aim of the development-charges system was to obtain 
for the public the difference between development value and 
existing-use value, with some few exceptions. In fact, as is well 
known, land, which should theoretically, according to the plan, 
have changed hands only at existing-use value, did not. Mr. 
Turvey clearly gives the reasons why this happened on pp. 307-9. 
One of these reasons was that the Central Land Board did not 
always charge the difference between development value and 
existing-use value, but sometimes took the difference between 
market value and existing-use value, where market value was 
below development value. Mr. Turvey, in his point (1) on 
p. 307, seems to exaggerate the extent to which the Board was 
ready to ignore the difference between market value and develop- 
ment value, as can be seen by the cautious statement in their 
Practice Notes that “they are not adopting to its full rigour 
special value to the special purchaser, though such value cannot 
be ignored in some cases.” * Whether or not the Board extracted 
the full difference between development value and existing-use 


1 P. 302. 2 Para. 241, quoting evidence on which this is based. 
3 Para. 45, p. 15, summarising arguments on pp. 11-15. 
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value would not necessarily affect the allocation of land; with 
problems of distribution of this surplus we are not concerned. 

In what ways could the system of development charges have 
rendered unprofitable some development, that would otherwise 
have occurred ? 

(1) Because some kinds of development were not charged for. 
This allowed developers opportunities for surplus not allowed 
in other forms of development, and to some extent distorted 
development. This was deliberately done, because these cases 
largely involved small changes, except for agricultural improve- 
ments, where the advantages to the private owners were great 
and the potential losses to the public not great by this distortion 
of what would otherwise have occurred. It seems rather un- 
necessary to describe this as “ arbitrary.”’* The only serious 
case would be where a developer was driven to choose a bombed 
site rather than a new site, which might have been contrary to 
desirable planning principles; this is a case where distributional 
considerations (the desire to cut down the compensation bill) 
may have led to serious distortions.* 

(2) By giving no incentive for landowners to sell, so that 
developers were unable to buy land. This case Mr. Turvey 
mentions on p. 313. It could, of course, have been met by more 
vigorous compulsory purchase policies by the Board and Local 
Authorities. In some cases, however, the Central Land Board 
did allow some surplus by its “ market value ” principle and the 
general uncertainties of estimation, which could have been partly 
shared with the landowner. 

(3) Because of the unfamiliarity and complexity of the 
administrative procedure, the uncertainty of the bargaining 
process with the District Valuer (discussed by Mr. Turvey on 
pp. 308-9), and perhaps because the organised land market did 
not want the system to work. It seems that it was in this field 
of red tape and administrative procedure that the main defect 
of the system resided; in other words ‘“ by upsetting the market 

1 The Goverment’s objections to the development-charge system are clearly 
distributional in the main (see pp. 3-5 of Cmd. 8699), except in so far as the 
scheme has tended to keep land off the market, as we shall see later. Thus the 
White Paper says, “ To the extent, therefore, that the existing use value basis 
is effective it has tended to keep land off the market; and to the extent that it 
has been ignored the cost of development has risen ” (para. 13, see also paras. 12 
and 17). This is true if it is assumed that formerly the developer was able to 
buy land below development value, as indeed often happened, and if “ cost of 
development ”’ is interpreted rather loosely. Such a redistribution of the surplus 


to the disadvantage of the developer would, however, have no effect on 
development. * P. 310. * Pp. 312. 














96 THE ECONOMIC JOURNAL | MARCH 


in land for development.” 1 Mr. Turvey might have laid more 
stress on these factors. 

(4) Because the Central Land Board was more likely to 
misjudge the position of developers and the trends of development 
than private landlords, and therefore to hold out for development 
charges that made the developer pay more in total than his maxi- 
mum price. There seems little reason to suppose that this was the 
case, particularly in view of the principle of allowing “market value” 
in some cases. But the Board may be expected to have extracted 
more of the surplus from developers than competing landowners 
would have done, though less than private monopolists might some- 
times have done, if the Board followed its stated principles. 

Otherwise, the Central Land Board would merely have taken 
away the surpluses accruing otherwise to landowners or developers. 
This would have had no effect on development at all. But Mr. 
Turvey seems to argue that somehow or other the Central Land 
Board extracted more than these surpluses (and not merely 
because of the uncertainties of estimation covered by our point 
(4) above), and thus “ reduced the profitability of development 
and/or the price at which land could be sold for development.” * 
This does not seem to be the case, if we define “ profitability ” 
to exclude the surplus, which would not affect development at 
all. Mr. Turvey seems to fail to do this. Thus he argues in the 
case of an owner-occupier contemplating development : 

“If the assessment of refusal value equalled the capital 
loss he would suffer if his property without planning per- 
mission were confiscated without compensation, and the 
assessment of consent value equalled the capital loss he 
would suffer if his property with planning permission for 
the contemplated development were confiscated without 
compensation, then the development charge would have 
completely removed all his incentive to develop.” ® 

The conclusion follows only if development value is equated 
with developed value minus cost of development. The value of 
“property with planning permission for the contemplated 
development” is not the same as this, and the difference is 
precisely the profit that gives the developer the incentive to 
embark on the project of development. Mr. Turvey seems to 
assume that the Board calculated consent value in terms of 
developed value minus cost of development, and then admits 
that the full rigour of this doctrine was abated to allow some 
profit to the developer (his point (2) on p. 307). But the Prac- 
tice Notes make clear that this was not so, and the case men- 
1 P, 313. 2 Pp. 314. * P. 306. 
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tioned in para. 60—“‘ If it is necessary in valuing a Consent Value to 
use a breakdown’ valuation, starting from the value of the property 
after completion of development and working downwards, proper 
regard will be had to the risks involved in carrying out the develop- 
ment under existing conditions ’’—this is an exceptional case. 

It seems to be, because Mr. Turvey ignores the distinction 
between the profit that the developer expects from the outlay 
of his capital in this particular form of enterprise and the surplus 
that accrues to him if he can obtain land at less than development 
value, that he is led to his conclusion, in the case where the 
developer had to acquire land, that ‘‘ Development charges 
were liable to render some such development unprofitable, thus 
stopping it.” 1 In fact, apart from the four cases mentioned 
above, there does not seem to be any other reason why develop- 
ment charges would have hindered development. 

Even on the assumption that a free market gives a reasonable 
allocation of land, the four reasons above might be held to be 
relatively unimportant, though opinions would, of course, differ. 
If we assume that town-planning would improve the allocation 
of land considerably above what a free market would achieve, 
the price might be well worth paying, if the system in fact helped 
planning as it did by removing some unnecessary costs. There 
remains an arguable case that development charges, though 
they undoubtedly had some effect on the use of land, particularly 
by the uncertainties they created through their novelty, did not 
seriously distort the allocation of resources. It would seem 
that the case for their abolition is mainly to be found in dis- 
tributional considerations. The return to market values for 
compensation that Mr. Turvey seems to desire would hamper 
planning, unless the problem of floating value were somehow 
disposed of by new compensation rules more drastic than he 
envisages, based on an explicit global assessment of likely 
development in a given town or region. —_* 


King’s College, 
Aberdeen. 


1 P. 313, point (1). The argument that leads to this conclusion is towards 
the bottom of p. 311 and in the last paragraph of p. 312, and seems to depend on 
the same fallacy. Thus on p. 312 the maximum a developer would pay is defined 
as what ‘‘ he would have paid for the developed property rather than go without 
it minus the cost of the development operations ”’ (does this cost include profit ?). 
It does not seem clear why in this case the owner demands a price so much above 
existing-use value that with development charge the developer would be left 
with no profit, unless he rates the profits from development higher than the 
developer, and this case can equally sometimes occur under normal free-market 
conditions where uncertainty exists, as we have seen. 

No. 253.—voL. LXIv. H 














FURTHER NOTES ON ECONOMIC PROGRESS 
AND OCCUPATIONAL DISTRIBUTION 


I 


In the December 1951 issue of the Economic JouRNAL there 
appeared an article by us which demonstrated that the widely 
held generalisation linking relative increases in tertiary employ- 
ment with economic progress was untenable.1 Two of the 
published comments on this article, from Professor A. G. B. 
Fisher and Mr. 8. G. Triantis respectively, have appeared in the 
Economic JourRNAL.? Professor Fisher defends the usefulness for 
economic analysis of the concept of tertiary production and the 
validity and significance of the above-mentioned generalisation ; 
Mr. Triantis, whilst accepting our comments on the limitations of 
the usual statistical evidence, produces other statistics which are 
supposedly free from the objections we have raised. 

In this article we discuss the principal points raised in these 
contributions. In the process we hope that our further observa- 
tions may be more generally useful for the study of economic 
growth, particularly in under-developed areas. 


Il 

Professor Fisher argues that the concept of tertiary production 
provides a “ useful tool of economic analysis ’’* which is particu- 
larly valuable “to facilitate a clearer understanding of the 
principles according to which the currently significant sectors of a 
growing economy can be identified.”> We find that this defence 
of the concept is not convincing. We fail to see how the classi- 
fication of economic activity into primary, secondary and tertiary 
elucidates any economic problem which is otherwise beyond the 
reach of ordinary tools of economic analysis, or throws light on 
any problem of analysis or of policy. Our scepticism would per- 


1 * Economic Progress and Occupational Distribution,” Economic JOURNAL, 
December 1951. 

2 A. G. B. Fisher, ‘‘ A Note on Tertiary Production,’ Economic JOURNAL, 
December 1952, and S. G. Triantis, ““ Economic Progress, Occupational Redistribu- 
tion and International Terms of Trade,’”’ Economic JourNat, September 1953. 
(Reference to these articles will be by authors’ names.) 

3 We are grateful to Dr. A. R. Prest for useful comments on an earlier draft of 
this paper. 


4 Fisher, p. 820. 5 Ibid., p. 828. 
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sist even if it were firmly established that, with rising incomes, 
labour is redistributed between primary, secondary and tertiary 
production according to some recognisable and predictable 
pattern. 

The analysis of the problems of economic change and occupa- 
tional movements in any particular economy requires a search for 
the causes of the existing distribution of employment (including 
unpaid employment), and for the forces making for change or 
obstructing it. When the relevant facts of a particular economy 
are ascertained, they can usefully be analysed and interpreted, 
inter alia, in terms of relative factor prices, relative product 
prices, terms of trade, distribution of income, characteristics of 
demand for different products, opportunities for substitution 
between capital and different sorts of labour, demand for money 
income in terms of leisure or the fruits of unpaid effort and institu- 
tional rigidities.1 The tools which are necessary are ones familiar 
to economists.2, They help to elucidate the facts of a particular 
economy; also, they help to explain why the observed pheno- 
mena are different from (or the same as) corresponding pheno- 
mena in other economies. The fact that a particular economic 
activity is primary, secondary or tertiary, in the customary senses 
of those terms, does not seem to be relevant for the necessary 
process of analysis. The activity becomes no more amenable to 
analysis by being labelled primary, secondary or tertiary; and, 
particularly if it is labelled tertiary, the activity merely becomes 
obscured when it is treated as one of a collection of heterogeneous 
activities, united only because they possess a characteristic (being 
services) which is of no analytical interest to the economist. 
Moreover, while aggregation may be necessary and useful in some 
branches of economics, aggregation of economic activities and 
their division into three broad categories seem to be wholly mis- 
placed in that branch of economics which is concerned with the 
structure of an economy and changes in the structure. 

It should not be inferred from our present and earlier criti- 
cisms that we do not agree with some of the main themes which 
are developed in Professor Fisher’s writings. In particular, we 
recognise the necessity and desirability of occupational shifts in a 


1 In the analysis of West African conditions in our article we laid too little 
stress on the effects of institutional rigidities in wage rates. Professor 8S. Rot- 
tenberg has emphasized the importance of wage rigidities in his interesting “‘ Note 
on ‘ Economic Progress and Occupational Distribution ’,” in Review of Economics 
and Statistics, May 1953. 

2 Of course, the study of the changing structure of an economy may require 


other tools in addition to those of the economist. 
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changing economy, and the importance of institutional impedi- 
ments to such shifts, both in more-advanced and less-advanced 
economies. But the validity of his theses does not depend upon 
a tripartite classification of production; and the concept of 
tertiary production is not necessary or useful “ for driving home 
the fundamental truth that there is no invariable natural ‘ bal- 
ance ’ between types of production, and that the relations between 
them require never-ending readjustment to changing circum- 
stances.”! The necessity and desirability of occupational shifts 
are independent of any correlation (or lack of correlation) between 
tertiary production and economic progress. If anything, the 
tripartite classification of economic activity, by appearing to 
neglect changes within each of the three categories, would seem to 
hinder rather than to help in the recognition of the causes, con- 
comitants and consequences of economic change and growth. The 
formulation of some ‘‘ inescapable ’” relationship between labour 
in tertiary production and economic progress is apt to lead, how- 
ever unintentionally, to those very ideas of some desirable or 
necessary balance between types of production of which Professor 
Fisher properly disapproves; moreover, the formulation is likely 
to bring about unfortunate confusion between effects and their 
causes. 

Our earlier misgivings about the usefulness of the classification 
of economic activities into primary, secondary and tertiary are 
reinforced by Professor Fisher’s recent discussion of tertiary 
production, notably by his reference to at least three (and possibly 
four) quite different criteria or approaches for identifying tertiary 
production, and by his observation that no “ exclusive choice ”’ in 
favour of any of these is necessary. When, furthermore, the 
classification of the cultivation of strawberries and mushrooms as 
tertiary is supported on the grounds that those who “ defend the 
interests of primary producers’ do not have such products in 
mind,* we may doubt whether the concept has any “ identifiable 
hard core of meaning ”’, let alone usefulness for economic analysis. 

Professor Fisher’s reluctance to define his concept is not help- 


1 Fisher, p. 833. 

2 The adjective is Professor Fisher’s in a related context. 

3 Fisher, p. 829. He refers there to two criteria or approaches—income 
elasticity of demand for products and rates of technical progress. Elsewhere in 
the article he refers to the customary definition of tertiary products as services. 
He also suggests that the “ services” might be subdivided to differentiate those 
desired by consumers for their own sake (tertiary) from those (presumably non- 
tertiary) which are necessary for primary and secondary production. 

4 Ibid., p. 826. 
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ful.1 But though it appears that Professor Fisher does not want 
to commit himself to a rigorous definition, he nevertheless seems 
to incline to the view that production should be regarded as ter- 
tiary if the product has a high income elasticity of demand 
(presumably greater than unity). Hence, for example, the claim 
that the concept of tertiary production is useful as a guide for 
“recognising the ‘ growing points’ of a progressive economy.’ 
This definition in terms of high income elasticity of demand or of 
“ growing points ”’ is quite different from the customary definition 
of tertiary production as the production of services (used, for 
instance, by both Mr. Clark and by Mr. Triantis) ; more important, 
the customary statistics of labour in tertiary production are 
presented on the basis of the latter and not of the former defini- 
tion. Further, a definition in terms of high income elasticities of 
demand would reduce to a simple tautology the proposition that 
in a progressive economy there must be a shift towards tertiary 
production. But even then, for reasons given at length in our 
article, it would not follow that there must necessarily be a relative 
increase in employment in tertiary production. 

The income elasticity of demand for a product is not the same 
in all countries; and it does not remain the same in any one 
country. A definition of tertiary production in terms of high 
income elasticity of demand for its products would require the 
statistician or economist to treat the same activity as tertiary in 
some countries and as non-tertiary in others, as tertiary in one 
period and as non-tertiary in another. The difficulties of inter- 
national and inter-temporal comparisons are obvious. It would 
be purely coincidental if statistics representing the occupational 
distribution of labour compiled on customary lines should at the 
same time represent the distribution of labour compiled on the 
required basis of the income elasticity of demand for products. 
Yet Professor Fisher leans heavily on ordinary occupational census 
statistics. Indeed, he writes that ‘‘ . . . census records all over 
the world afford abundant evidence of the practically universal 
tendency for rising average income levels to be associated with 
relatively larger employment in tertiary activities however defined 
or described. - This would seem to involve a degree of boldness in 
simplification and interpretation which is unusual even in the 
general field of international economic comparisons. 


1 If Professor Fisher could indicate in what ways the different definitions would 
serve different purposes in economic analysis, his reluctance would be more under- 
standable. In fact, he refers only to one use to which the “ tool ’’ may be put. 
2 Fisher, p. 827. See also his concluding quotation from Cannan on p. 834. 
* Ibid., p. 832, our italics. 
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Mr. Triantis’s article is perhaps the most ambitious published 
attempt to establish the existence of the connection between 
economic progress and tertiary production. The main part of 
the article is devoted to demonstrating that there is accept- 
able empirical evidence for the widely held view that “‘ economic 
development has usually been accompanied by large increases 
in the percentage of the labour force employed in tertiary activi- 
ties.” He attempts to demonstrate this indirectly without 
relying on occupational statistics, because he agrees that “ the use 
of occupational statistics is subject to several imperfections and 
qualifications.’’® 

Mr. Triantis divides services into three groups: services 
bought directly by consumers, services which facilitate production 
and public services. By referring to statistics, to historical 
experience and (in one important part of the exposition) to what is 
** obvious,’’ he deduces that each group of tertiary activities tends 
to take up a growing share of the national output as the national 
output increases. Then, by referring generally to statistics of 
labour productivity, he states that productivity in tertiary 
industry has been increased less rapidly than productivity in 
other activities. Putting the two halves together, he infers that 


1 Triantis, p. 628. 

* Ibid., p. 628. 

Nevertheless, after stating this, he refers to Indian and Egyptian occupational 
statistics in support of his argument that in under-developed countries tertiary 
activity is unimportant relatively to primary production. 

’ Thus Mr. Triantis says, “ It is obvious that activities which facilitate the 
movement of goods through time and space and the transfer of factors of produc- 
tion expand pari passu with the development of specialisation and exchange, 
which is characteristic of economic advancement ”’ (Triantis, p. 630). This may 
or may not be obvious; Mr. Triantis does not indicate how the rate of expansion 
of service activities can be compared with (and be found to be the same as) the 
rate of “‘ the development of specialisation and exchange.’’ But the statement, 
even if it is correct, does not meet the point, indicated and illustrated in our 
article, that an economy which is developing from a subsistence to an exchange 
basis may require a volume of services which is higher, in relation to national out- 
put, than the volume necessary to sustain a larger national output at a later stage 
of development. The statement ignores the fact that, depending on many factors, 
a@ given increment of services to facilitate production may be associated with 
widely varying increments of final output at different stages of development and 
in different economies. Neither a priori reasoning nor empirical observation sug- 
gests that what may be called the “‘ services-content ” of final output rises, falls or 
remains unchanged with economic progress. We would tentatively suggest that 
the “‘ services-content ’’ may be particularly high when the rates of economic 
growth and of structural change (inter-industry shifts) are rapid. Such changes 
may be more marked in some poor but developing countries than in richer ones. 
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the percentage of labour in tertiary production has risen with 
increasing national income.! 

Mr. Triantis avoids reference, except incidentally, to occupa- 
tional statistics. Instead he makes use, very largely, of statistics 
of family budgets and of labour productivity. However, he 
fails to note that the objections which we levelled against the use of 
occupational statistics apply equally to family budget statistics 
and to labour productivity statistics. Changes or differences in 
the degree of occupational specialisation, and shifts between unpaid 
and paid employment, create the same difficulties as before. 

Mr. Triantis uses studies of consumer expenditure to derive the 
share of services in that part of the national output which enters 
into personal consumption.? According to Mr. Triantis “ studies 
of consumer expenditure strongly suggest that economic develop- 
ment tends to be accompanied by a relative increase in the volume 
of output” of services bought directly by consumers. ‘‘ Com- 
parison of family budgets at different income levels in the same 
country, whether advanced or under-developed,” is said to show 
that the larger the income the greater is the share of expenditure 
on such services.2 However there is no need to examine this 
contention in detail. For the pattern of family expenditure 
gives an inadequate indication of real consumption of goods and 
services, and of the composition of the real national output, 
to the extent that transactions take place which do not involve 


1 The inference may be questioned. The conclusion is sound only in respect 
of a closed economy in which consumer expenditures on a product directly give 
rise to production of that product in that country. Mr. Triantis recognises the 
point (Triantis, p.628,n.3). Itmust be stressed that the existence of international 
trade undermines his approach. This is obviously true for primary and secondary 
products which can be imported and exported. It is also true, but perhaps less 
obviously so, of services. It will be purely fortuitous if the ‘‘ services-content ” 
of exports is exactly matched by that of imports, particularly (though not only) 
for countries which do not have their own shipping services or other services which 
are essential to foreign trade. 

Moreover, special difficulties arise, from the point of view of Mr. Triantis’s 
approach, in economies where the export of labour is an important generator of 
income spent domestically. 

2 A point of detail is of interest. Mr. Triantis argues (p. 629) as if consumer 
expenditures on “ trade-union dues and other contributions, and insurance of 
all kinds (except life insurance, old-age pensions, etc.) ’’ provide an index of 
activity producing services. But such expenditures represent, in large part, 
transfers of income. Studies of consumer expenditures do not indicate who are 
the net beneficiaries of such transfers, nor on what the transferred amounts are 
spent. The bulk of insurance premiums (excluding life insurance) eventually pay 
for replacement of assets and not for the consumption of services. 

Moreover, it must surely be a slip to imply, as Mr. Triantis does (at the same 
place), that expenditures on “‘ research ”’ figure in family budget studies. 

* Triantis, p. 628. 
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money expenditures (that is they occur outside the exchange 
sector of the economy). Similarly, money incomes are not 
an adequate measure of total income. This in itself would not 
vitiate comparisons between patterns of expenditure in different 
countries, or at different times, or for different income groups, 
if it were true that the excluded items of consumption and out- 
put were always the same in composition and in relative im- 
portance. But it is known that there are significant shifts between 
paid and unpaid activities; economic development involves a 
change from a subsistence to an exchange economy ; and it is not 
likely (and it certainly has not been demonstrated) that incomes 
and expenditures which do not involve money payments are of 
equal importance for all income groups. Hence inter-temporal or 
inter-regional comparisons of family budgets give a seriously 
distorted picture of changes and differences in real consumption ; 
and this may be true, too, of comparisons between the expenditures 
of families with different incomes in the same country. 

The weakness of the method of approach adopted by Mr. 
Triantis is even more striking in respect of his use of statistics of 
labour productivity. ‘To measure labour productivity in a par- 
ticular branch of industry it is necessary to have data of output 
and of the labour force in that branch. Statistics of labour 
productivity are necessarily based on statistics of the distribution 
of the labour force in different branches of economic activity, and 
therefore on the very statistics the use of which Mr. Triantis is 
striving to avoid. Thus a demonstration based on statistics of 
labour productivity is no more acceptable than the “ proof ”’ pro- 
vided more directly by statistics of occupational distribution— 
statistics which Mr. Triantis regards as unsatisfactory for his 
purpose.” 

1 The shift of many economic activities from the unpaid to the paid category 
and the relative growth in importance of the money economy in the course of 
economic development often exaggerate the growth of national income as con- 
ventionally measured. For much the same reason the conventional national 
income calculations tend to exaggerate the discrepency in incomes between more- 
developed and less-developed countries. Attempts to make allowance for the 
production of services which do not enter the money economy are subject to large 
errors of estimate. 

The shift between the unpaid and paid categories will not always be in the 
same direction as national income increases. But in certain phases of develop- 
ment, and particularly in the earlier phases, there tends to be a marked shift of 
activity (and consumption) from the unpaid to the paid categories. It is highly 
probable that the inclusion of unpaid activities in the reckoning (a matter 
involving rough estimates) would reduce the rate of growth of national income, 
and, even more, the rate of growth of tertiary activity. 


2 There are further criticisms of the use of statistics of labour productivity. 
Mr. Triantis does not discuss the difficulties of calculating and of interpreting 
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Mr. Triantis observes that “‘ in discussions about the import- 
ance of tertiary industry in under-devloped countries considerable 
emphasis is usually placed on trade and domestic service. While 
these occupations might well account for a large part of those 
engaged in tertiary activity, closer examination might show that 
they employ relatively small percentages of the total labour 
force.” 1 This suggests once more that some of the essential 
points in our article have been missed, namely, that the distinction 
between tertiary and other activities in relatively unspecialised 
economies is almost meaningless,” and that it is difficult to attach 
any useful meaning or measurement to the “ total labour force ”’ 
or subdivisions of it. The significance of these considerations is 
particularly obvious in the activities of the agricultural population. 
Many of the so-called farmers spend a large part of their time in 
small-scale transport, porterage and trade both during the farming 
season and much more so outside the season. Some members of 
the ‘cultivator’s family are engaged in tertiary activity intermit- 
tently throughout the year. It is impracticable to separate the 
time spent producing crops from that devoted to taking part of 
the produce to market and to selling it, or to processing it for 
consumption. But there is no doubt that in so far as any distinc- 
tion can be drawn, the labour time involved in transport, trade and 
various forms of domestic service in many of these countries is a 
significant proportion of labour time devoted to total production, 
and much more so of that devoted to production for some form of 
sale. 


IV 


Our article did not attempt to show that labour in tertiary 
activities is relatively more important or more numerous in less 
developed than in more developed countries. It drew attention, 
by way of illustration, to the importance of tertiary activity in 





labour productivity statistics (quite apart from the basic difficulties set out in the 
text above). These difficulties are acute when industry produces new products 
or when the composition of output changes in other ways; such changes are 
inevitable in growing economies. 

Further, the argument of Mr. Triantis is based, implicitly, on statistics of 
labour productivity in value terms (e.g., in order to translate consumer expendi- 
tures, via labour productivity data, into occupational distribution of labour). The 
available statistics generally refer to productivity in terms of physical products. 

1 Triantis, pp. 631-2. Trade and domestic service are not the only important 
tertiary activities in poor countries. Transport is obviously important; and this 
activity should include the time and effort spent in many poor countries by people 
going to and from work, even if they do not pay (in money) for this transport. 

2 An illuminating discussion of this subject is presented in a forthcoming book, 
The National Income of Nigeria 1950-51, by Messrs. A. R. Prest and I. G. Stewart. 
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countries like West Africa—a phenomenon which comes as a 
surprise to those of us who have been nurtured on the belief that 
labour in tertiary activity is correlated directly with national in- 
come.! Moreover, an analysis of the reasons for the phenomenon, 
together with the fact that there is nothing in economic growth 
which necessarily or inescapably causes a relative shift in labour 
to tertiary production, led us to suspect this law, and, more im- 
portant, its usefulness in the investigation of economic growth. 

The difficulties of statistical measurement need not obstruct 
the investigation of the economics of less-developed areas or the 
implications of their economic growth. The inability to submit 
economic phenomena to quantitative measurement does not mean 
that the phenomena cannot be understood and analysed. It is 
not the case that quantitative analysis and measurement are 
always more precise and meaningful than qualitative analysis and 
assessment. There are important problems and topics of which 
the reverse is true, and in respect of which it may be misleading 
if discussion and analysis are confined to that part of the data 
which can conveniently be expressed in quantitative terms. The 
study of economic progress seems to include many such topics, 
of which the relationship between economic progress and the 


distribution of labour is one. 
P. T. BAvER 


Gonville and Caius College, Cambridge. 


B. 8. YAMEY 
London School of Economics. 


1 Most of our detailed illustrations were drawn froma poor country. Professor 
Rottenberg, in the article referred to above, has furnished further evidence from 
another poor country. 

It may be useful to point to an example at the other end of the scale. Sub- 
ject to the limitations inherent in occupational statistics to which we have 
referred, Canadian data indicate that the proportion of the occupied population 
in the service industries declined between 1931 and 1941, and again between 
1941 and 1948. Cf. statistics presented by Mr. A. Maddison, ‘‘ Productivity in 
an Expanding Economy,” Economic JouRNAL, September 1952, p. 588. The 
statistics quoted by Mr. Maddison are of added significance as they relate to a 
highly specialised economy. 

The declining share of transport in the national income of the United States of 
America during the last thirty years is suggested by the estimates of Dr. H. 
Barger in The Transportation Industries 1889-1946, to which Mr. Triantis refers. 
Dr. Barger’s estimates also suggest that labour productivity in transportation 
increased at a faster rate than labour productivity in manufacturing industry. 





PRODUCTIVITY, THRIFT AND THE RATE OF 
INTEREST 


1. THIs essay investigates the determination of the rate of 
interest in a market for a single security. The argument differs 
from previous treatments of the same topic in that it deals 
explicitly with both stock and flow aspects of the problem, and 
does not emphasise one aspect to the virtual exclusion of the 
other. The discussion is constructive throughout, since I have 
felt that a running appraisal of previous writings would only 
obscure the present exposition. 

2. For the sake of simplicity, we deal with a market for risk- 
less, perpetual bonds having a par value of $100 and yielding 
$1 per (some arbitrary) period to bondholders. This implies 
that the market rate of interest is the reciprocal of the price of 
bonds, so that the problem of explaining the determination of the 
rate of interest is effectively transformed into that of explaining 
the determination of bond prices. 

3. The aggregate quantities of various assets existing in an 
economy in any given period of time are inherited from the past. 
These quantities can be altered only gradually as a result of future 
economic decisions, so that if we consider appropriately short 
time periods, current additions to (or depletions of) aggregate 
asset stocks can be ignored. On the other hand, the way in 
which existing stocks are distributed among individual holders 
(at the end of any period) is determined by current economic 
decisions. In particular, an individual will distribute his holdings 
in such a way as to equalise the marginal advantages of holding 
a dollars’ worth of any one asset with the marginal advantages 
of holding an equal value of any other asset.1 That is to say, 
given expected future prices and given the current prices of all 
other goods, an individual’s demand for bonds will be a function 
of current bond prices.? Since, ceteris paribus, an individual will 
generally be more willing to purchase and hold claims to given 
future interest receipts the lower the current price of bonds in 
relation to the prices of other assets, the individual demand 


1 It should be emphasised that bonds are held rather than used; 7.e., while 
bonds may yield subjective satisfactions as well as interest payments, in every 
case “‘ yields” are contingent upon possession. 

2 In the case of consumers, it is also implicitly assumed that the individual’s 
asset holdings at the beginning of the current period are given. 
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curve for bonds will ordinarily slope downwards from left to 
right. Aggregating individual demands, therefore, we obtain a 
community demand curve for bonds (to hold) which will also be 
downward sloping. In general, this curve will be a function of 
all current prices other than bond prices, of all future prices 
expected by individuals and of the distribution of assets among 
individuals at the beginning of the current period. 

4. Each bond outstanding in the economy must be held by 
someone ; 7.¢., the total stock of bonds must be held by individuals 
in the aggregate. But since any one individual is free to hold or 
not to hold bonds, as he sees fit, this implies that the market 
price of bonds must be such that individuals in the aggregate (via 
inter-personal exchanges of existing bonds) are willing to hold the 
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existing stock. This description of the determination of current 
bond prices is illustrated graphically in Fig. 1. The supply curve 
of bonds at the beginning of period t) is represented by S,, (the 
existing stock of bonds being B,,). The demand curve for bonds 
(to hold) at time ¢, is represented by D,. The price, py, at which 
individuals in the aggregate are willing to hold the existing stock 
of bonds is determined at the intersection of S,, and D,,. 

5. The above theory of the current rate of interest is all very 
well as far as it goes; but it does not go very far. I do not mean 
by this that the theory does not tell us anything about the 
‘nature ” of the rate of interest; problems of this sort are not 
the immediate business of economists in any case. The real 
difficulty with our theory of the current rate of interest is that it 
does not permit us to answer questions concerning the economic 
roles of ‘‘ productivity and thrift’; that it does not allow us to 
say anything about the reasons why the rate of interest “is what 
it is,” nor to conjecture what will be the future course of the 
interest rate over any time interval. However, our theory can 























1954] PRODUCTIVITY, THRIFT AND RATE OF INTEREST 109 


be extended to deal with these problems. Briefly, what we have 
to do next is to examine those factors which affect the current 
stock of bonds and the current demand for bonds to hold. 

6. The supply of new bonds forthcoming into the market 
during any given period of time will be a function of the same 
variables as the market demand for bonds to hold (viz., current 
and expected prices and the current distribution of assets). 
Individuals will ordinarily be more willing to assume obligations 
to make given future bond payments the higher the price which 
can be currently obtained on bond sales; hence, the supply 
curve of new issues will ordinarily slope upwards from left to 
right. Given the current market price of bonds as determined 
by the demand and supply of old bonds, sales of new issues (per 
period) will be pushed to the point on the supply curve where the 
supply price of the marginal seller of new bonds is equal to the 
existing market price. 

The supply of new issues is only one of the factors affecting 
the level of current bond stocks; bonds may be destroyed 
(technically or economically) as well as created. Thus, during 
any given period, some of the bonds outstanding in an economy 
will be lost or destroyed, etc. Depletions of this sort will be 
ignored here. More important, large quantities of existing bonds 
may be retired by original issuers during any given period. The 
motives governing reductions in current indebtedness are pre- 
cisely the same as the motives governing increases in indebtedness, 
so that an individual will generally be more willing to retire an 
obligation to make given future interest payments, the lower the 
price at which the obligation is redeemable. Hence, the demand 
curve for the retirement of existing bonds (per period) will slope 
downwards from left to right. Given the current market price of 
bonds, the retirement of outstanding issues in any period will be 
carried to the point where the demand price of the marginal 
redeemer of bonds is equal to the current market price. 

The previous argument is illustrated graphically in Fig. 2. 
Fig. 1 is here reproduced (with certain additions) as Fig. 2a. In 
Fig. 2b the supply curve of new issues is represented by 8u, 1, 
while the demand curve for bonds to retire is given by dg, ~1. 
If the current price of bonds is po, the quantity of new bonds 
issued during the current period will be 6,’ and the quantity of 
bonds retired will be b,?. 


1 Notice that the demand curve for bonds which confronts the “‘ bond selling 
industry ’’ is analogous to the demand curve as seen by an individual seller in a 
competitive industry. 
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The supply of new issues may or may not be matched by the 
demand for bonds to retire. If 6, —b¢ = B,,,— B, = the net 
increase in the stock of bonds in the it period = 0, the current 
rate of interest will remain unchanged in all future periods unless 
some outside influence upsets the existing stock and flow equi- 
librium. If 6/ — 6 > 0, the existing stock of bonds will increase 
in every subsequent period (and vice versa if b — b4 <0). Thus, 
when b,' — 6,4 > 0, as shown in Fig. 26, the stock of bonds will 
increase during period f, to, say, B,,. In period ¢,, therefore, 
bond prices will fall to p,, new issues will fall to 6%, retirement 
demand will rise to 64, and the stock of bonds will increase in 


1? 


period t, by 5,* — 5,4, ete. 
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7. The foregoing analysis provides the necessary tools for a 
discussion of the effects of “ productivity ”’ upon bond prices. 
If, for example, an increase in productivity (an innovation ?) 
increases the current demand for money to purchase physical 
assets, this will be partially reflected in the market for perpetual 
bonds.” More precisely, there will be a rightward shift of the 
supply curve of new issues (greater willingness to borrow) and a 
leftward shift of the demand curve for bonds to retire (greater 
willingness to remain in debt). On both counts the time rate of 
increase of bond stocks (b — 6,4) will rise; but since the current 
rate of interest is determined independently of the net supply of 
new issues, it is a fortiori independent of current changes in the 
net supply of new issues. Hence, productivity can play no 
direct part in the determination of the current rate of interest. 


1 It is implicitly assumed that the effects of increased bond stocks upon the 
D, s and d curves can be neglected. 

2 “ Partially reflected,” because the increased demand for money will be 
spread out over a number of security markets. 
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However, if changes in productivity affect bondholders’ expecta- 
tions of future prices (thus causing a shift in the D curve in 
Fig. 2a), productivity considerations will indirectly influence the 
current rate of interest. 

As will be indicated later, in medium and long-run time 
periods a change in productivity, since it will affect the time rate 
of change of bond stocks, will partly govern the rate at which 
the rate of interest changes during various time periods; i.e., 
productivity considerations eventually help to determine the 
future course of the rate of interest. 

8. Turning now to the economic effects of “ thrift,” the 
argument of the previous section applies if a change in thrift 
leads consumers to increase their current indebtedness. Suppose, 
however, that the change in thrift involves a decrease in the 
demand for consumer goods. How will a change of this sort be 
reflected in the market for perpetual bonds ? 

A decrease in the demand for consumer goods—the emergence 
of excess supply in consumer-good markets—implies a change in 
consumer-good prices, and so a change in demand curves for 
assets. In particular, a change in consumer-good prices will affect 
the demand curve for bonds to hold. However, even a large 
current change in thrift, since its effects will be spread among a 
myriad of assets, will ordinarily have little effect upon the demand 
for any one asset. Moreover, in the short run any increase in 
demands for assets to hold will necessarily be smal] in relation to 
total (historically accumulated) demands, so that thrift can play 
no direct part in determining the current rate of interest. As in 
the case of productivity, the effects of thrift must be cumulated 
over a medium- or long-run period of time before they can directly 
influence the course of the rate of interest. However, the 
current rate of interest will be indirectly responsive to changes in 
thrift to the extent that such changes alter expected future prices. 

9. Thus far, our discussion provides only an outline solution 
to the problem of what course the rate of interest may be expected 
to follow over an interval of time. A comprehensive examination 
of this problem, involving a treatment of interrelations among 
bond and commodity markets, lies outside the scope of this paper. 
However, a brief investigation into the dynamics of price deter- 
mination in our selected bond market (conditions in other markets 
being held in ceteris paribus) can be undertaken here. 

Suppose that the bond market is initially in stationary equi- 
librium, the price of bonds being established at a level such that 
the quantity of new bonds currently being issued is equal to the 
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quantity of previously issued bonds currently being retired. Then 
a “ once-over ” shift in the demand curve for bonds to hold (the 
stock demand curve) will create a condition of flow disequilibrium ; 
new bond issues will currently exceed or fall short of bond retire- 
ments, and the current stock of bonds and the price of bonds will 
change in every subsequent period during which flow disequili- 
brium persists. At this point, therefore, the following questions 
naturally arise: Will the price of bonds gradually return to the 
stationary equilibrium level so that the bond market will be 
stable? If the market is stable, will the approach towards 
equilibrium be direct, or will it be characterised by oscillations of 
the current price about the stationary price level? What factors 
will govern the length of time which must elapse before stationary 
equilibrium conditions are re-established? In order to give 
clear-cut answers to these questions, we must first define an 
excess flow demand curve for bonds; this is a relation which shows, 
for each possible price of bonds, the amount by which the existing 
stock of bonds will increase or decrease during the current period 
(i.e., when excess flow demand is positive, the stock of bonds will 
decrease during the current period; when excess flow demand is 
negative, the stock of bonds will increase during the current 
period). Such a curve is implicit in Fig. 2, above; it may be 
obtained explicitly by subtracting the supply of new issues from 
the demand for bonds to retire at each possible price, and relating 
the resulting net figure to its corresponding price. 
Now, it can be shown that !: 


(i) the bond market will be stable if the slope of the 
excess-flow-demand curve is less than twice the slope of the 


1 For small deviations from the stationary equilibrium price, p,, the price of 
bonds at time ¢ is given by the linear difference equation 


alt £p0 
p= (1-7) Pa + "Pe 


where e,, and D,, are the respective slopes of the excess-flow-demand and stock- 
demand curves in the neighbourhood of the equilibrium price. The solution of 
this equation may be written 
ve — _ pe \t 
Pi= Po + (p pod(1 2) 
where 7p is some arbitrary initial price. For stability, therefore, it is necessary 
and sufficient that: 





| 1 — pee <1, 


Po 





or that — 1 < 1 — e,,/D,, <1. These conditions will be satisfied if e,,D,, > 0, 
and e,, < 2D,,. The nature of the approach towards equilibrium depends upon 
the size of e,,/D,,; the approach is direct if e,,/D,, < 1, oscillatory if e,,/D,, >1. 
Obviously p,—>p,) more rapidly as t >, the smaller is (1 — é,,/D,,). 
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stock-demand curve (both slopes being referred to the price 
axis) ; 

(ii) price will oscillate about the equilibrium price level 
if the slope of the excess-flow-demand curve is greater than 
the slope of the stock-demand curve; 

(iii) price will approach the equilibrium level directly if 
the slope of the excess-flow-demand curve is less than the 
slope of the stock-demand curve ; 

(iv) the approach towards equilibrium will be less rapid 
the greater the difference between the slopes of the two 
demand curves. 


It would require more space than is available to demonstrate all 
of these results in non-symbolic terms; however, a typical 


P S. $3 S4 S2 P P 


TN ae PL 

P3 
.—_— . PS 
eo = : 
— ee N on Po 
a 






P2 


























' 

| 

I 

| 

{ iy 
By Bz By Bo Be -el -@3@,e4 €2 tee 9123456 ¢t 

3a 3b 3c 

Fic. 3 





| 
| 
| 
e 


diagrammatic example of the second result is presented in Fig. 3. 
The S and D curves shown in Fig. 3a are defined in precisely the 
same way as the corresponding curves in Fig. 1, above. The 
curve e in Fig. 3b is the excess-flow-demand curve for bonds; 
notice that it is drawn more steep (with reference to the price 
axis) than the stock-demand curve in Fig. 3a. For the purposes 
of this discussion, we assume that the horizontal scale is the same 
in the a and b parts of Fig. 3 (e.g., if 1 inch equals 1,000,000 bonds 
on the horizontal axis of Fig. 3a, 1 inch equals 1,000,000 bonds 
per period on the horizontal axis of Fig. 30). 

The market illustrated in Fig. 3 will be in stationary equilibrium 
if excess flow demand is equal to zero; i.e., if price is py so that 
€ =. Ifthe stock of bonds in the initial period is B,, however, 

1 Strictly speaking, our results hold only in the case of straight-line demand 
curves; but they are approximately true for more complicated curves so long 
as one deals with “ prices ” and ‘“‘ slopes ” in the neighborhood of the stationary 
equilibrium price. 
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and if the stock-demand curve is D, the price of bonds will be 
P1, & Will be equal to — e,, and the market will be in a state of flow 
disequilibrium. During period 1, therefore, the stock of bonds 
will increase by e, so that, at the beginning of period 2, B, will 
have risen from B, to B, (B, = B, + e,). Hence, price in period 
2 will be », (which lies below the equilibrium price, p,), and in 
this period the stock of bonds will decrease from B, to B, (B, = 
B, — €,). In period 3, therefore, price will be p3; (which lies 
above p,, but below p,) and the stock of bonds will increase 
during the period from B, to B, (By = B; + es). Price in period 
4 will be p, (below p, but above p.); hence the stock of bonds 
will decrease, etc. A time series illustrating the dynamic 
behavior of price in this model is shown in Fig. 3c; the approach 
towards the equilibrium price is oscillatory but damped. By 
using an argument similar to the above, the reader may easily 
convince himself of the validity of the remainder of the results 
set out earlier. 

Now, the possibility of unstable or oscillatory market behavior 
cannot be ruled out on a priori grounds. However, in most 
real-world bond markets, the market period—the time which 
must elapse between the establishment of a price and its possible 
subsequent alteration—is likely to be very short; indeed, it may 
be no more than a matter of minutes in the case of highly 
organised markets. In such cases the excess-flow-demand curve 
will normally be extremely flat (referred to the price axis) relative 
to the slope of the stock-demand curve; this is because the slope 
of the former curve decreases as the length of the market period 
decreases, while the slope of the latter curve is independent of the 
period of analysis—a typical stock—flow relationship. Hence, to 
the extent that the four rules set out earlier can be applied to 
the real world, a bond market is not likely to be unstable in 
practice, nor even oscillatory, simply by reason of its structural 
properties; a movement away from stationary equilibrium is 
likely to be followed by a slow, but persistent and direct, return 
movement. The causes of the violent fluctuations which are 
sometimes observed in practice are probably to be sought in 
sudden changes in price expectations, or in changed conditions in 
markets which are less well behaved than security markets. 

The foregoing discussion deals with the effects of “ once- 
over”’ shocks to our model. More complicated situations are 
encountered in practice; e.g., changes in productive techniques 
occur almost constantly, and individual expenditure patterns are 
subject to ceaseless development over time. If considerations of 
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this sort are introduced into the model, it is apparent that, its 
behavior will be different from that outlined above. Bond prices 
will still tend towards a stationary equilibrium level, but the 
stationary equilibrium position will itself shift with the passage 
of time so that the market may “develop” indefinitely; in 
particular, the location of the stationary equilibrium price at any 
moment will depend in an essential way upon those forces of 


be) 


“ productivity and thrift ’ which are negligible in the short run. 
This leads to the conclusion that the significance which one is 
justified in attaching to the factors of productivity and thrift 
depends primarily upon one’s point of view. The forces under- 
lying price determination in a bond market certainly cannot be 
appreciated in their entirety by looking simply at the day-to-day 
operations of the market; a sense of perspective is required 
which only the passage of time can provide. 

10. If the present analysis seems novel in certain respects, 
this is because it deals simultaneously and explicitly with both 
stock and flow aspects of the determination of bond prices. The 
end result of this generalisation of established analysis is a more 
complicated, but also a richer and perhaps more realistic, theory 
of interest. Moreover, since the present method of approach can 
be extended to deal with the pricing of monetary and physical 
assets generally, some of the ideas and conclusions of this paper 
may be more widely applicable than is apparent at first glance. 
As it stands, however, the present essay is merely an introduction 
to a comprehensive treatment of the general theory of capital. 

R. W. CLOWER 


The State College of Washington, 
Pullman, Washington, U.S.A. 














PROFESSOR KEIRSTEAD’S THEORY OF PROFIT} 


Prorit has always defied the theoretician’s endeavours to find 
a place and a duty for it in the more elegantly simple and coherent 
of his models. What precisely profit is and what it does in the 
economic life-process are questions which, until he had broken 
through several distinct and formidable barriers, he sought in vain 
to answer. These difficulties did not arise from the nature of 
things, but were inherent rather in the particular abstract model 
which the economist constructed of economic reality, the “ general 
equilibrium ”’ theory inspired by the science of mechanics. The 
assumption of perfect competition; the treatment of money as a 
mere go-between with no influence of its own on the course of 
events; the denial, at first, of any significant role to time in any of 
its aspects, and later the adoption of a concept of time which 
abolishes the distinction between past and future; the complete 
neglect of uncertainty ; these made possible a wholly mechanistic 
account of the economic process where there was no place for the 
decision-maker, the person, that is, who makes the bricks of policy 
without the straw of “‘ complete’ data, the person whose very 
ignorance it is which gives him freedom to take this course or that, 
who is not a slave from moment to moment of the cost and revenue 
curves, who bridges by what we must acknowledge to be a sort of 
creative imagination the chasms of firm knowledge. 

The term “ static equilibrium ” describes the situation at any 
moment in an economic system where all the economic variables 
adjust themselves instantaneously and perfectly to each other and 
to the non-economic governing conditions whenever there is any 
shift in the latter. Time-lags of adjustment being thus assumed 
away, there can never arise any endogenous oscillatory pattern 
amongst the economic variables. It seems further to be implicitly 
assumed in the literature that the persons in the system live as it 
were from moment to moment and do not concern themselves with 
the future. In such a model there are no expectations and no 
agreeable or disagreeable disappointments of expectations, no 
surprises pleasant or unpleasant. If we further assume perfect 
competition in the product and factor markets, the distribution of 
the total product amongst those who contribute the services of 


1 A review of An Essay in the Theory of Profits and Income Distribution, by 
B. 8. Keirstead (Basil Blackwell, 1953. Pp.110. 10s. 6d.). 
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themselves or their property to its production can be explained 
without any reference to a possible gap between the total of the 
contractual incomes paid to these factors of production and the 
total value of the product. There is thus in such a model no need 


> 


or role for any “ enterpriser,’”’ and we do not have to find an 
income for him; and there is no income arising from manceuvre, 
from venture into the uncertain, from good guesswork or sheer 
luck, whose disposal we have to account for. 

Amongst the various departures from this model which have 
been proposed, the least radical is to relax the assumption of 
perfect competition while still considering only the momentary 
situation of an instantaneously self-adjusting system. Here there 
is the possibility of “‘ monopoly profit,” but this is secured by any 
firm simply by obeying the technical rule that output is to be such 
that marginal revenue equals marginal cost. There is here still no 
looking forward to an uncertain future, no reckoning with the 
possibility of change and seeking to take advantage of it, no 
genuine decision-making in the sense of choosing a course of action 
amongst many possible ones whose respective outcomes are un- 
known. We are still in a virtually timeless world. 

It is when we bring in time, in each of its (at least) three senses 
of, first, a freedom for events or changes to occur in a realistic, non- 
instantaneous fashion (so that we can be interested in the move- 
ment from one situation to another and not merely in the compari- 
son of the two situations), and second, of an expectational vista in 
which the imagination can move to and fro in detachment from 
current experience, and third, of a recorded sequence of past 
events, that we have a place in our model for the true enterpriser. 

In all the evolution of theory in the past eighty years, one of 
the most interesting and curious things is the long time it took to 
discover the absolutely fundamental importance of the distinction 
which nowadays we refer to by Myrdal’s terms ex ante and ex post. 
In the classical dynamics of the physicist, time is merely one 
variable in functional relationships of known form. It is true that 
he thinks of his particle as tracing out a path, but he regards that 
part of the path which, at any moment, the particle has not yet 
traced as having no less validly determinate a shape than the part 
which has already been run through. It is difficult not to believe 
that the economist was unconsciously influenced by this outlook. 
How else can we explain, for example, his emphasis on the ex post 
identical equality of aggregate net saving and aggregate net invest- 
ment and comparative neglect of the idea that there is nothing 
which binds the total of individual intentions to save to any 
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equality with the total of individual intentions to perform net 
investment? It was the lack of the explicit ex post-ex ante 
distinction which mainly confused and frustrated the construction 
of a theory of profit : for it led men to speak as though the profit- 
hoped-for, which motivates the enterpriser, was the same in 
nature and in size as the profit-realised, which emerges as a share 
of actual aggregate income. Since the latter is a single scalar 
number, while the former is a bundle of vectors, there was no hope 
of illumination on this road. 

It is, so far as I know, nearly a quarter of a century since last 
a book appeared in English explicitly on the theory of profit. 
O’Brien’s Notes on the Theory of Profit was published in 1930, and 
I vividly remember how stimulating and exciting I found it. For 
O’Brien had gathered together excerpts from a number of authors, 
amongst whom Knight was naturally the most eminent, who 
concurred in suggesting that profit had something to do with risk. 
I am not sure now (with no copy at hand) how near O’Brien gets 
to the heart of the difference between expected and realised profit, 
but he does discuss the possibility that realised profit may usually 
be negative, and plainly he cannot have regarded a negative profit, 
simpliciter, as an inducement to invest or produce. In this one 
matter it might even be said that the General Theory was a back- 
ward step from the Treatise, for the Treatise speaks openly of 
windfall profits, and of the diversity of opinion between Bulls and 
Bears, but the General Theory speaks, in its formal analysis, of the 
marginal efficiency of capital as though that curious phantom were 
a single precise number agreed upon by everyone. Profit theory 
has been out of fashion; for private initiative and competitive 
energy have been out of fashion, first in war-time and then during 
the construction of the Welfare State. The resurgence which 
began two or three years ago with a symposium in the American 
Economic Review, and has continued in other articles and doctoral 
theses since, has now been given shape and momentum by Profes- 
sor Keirstead’s brilliant Essay in the Theory of Profits and Income 
Distribution. 

Professor Keirstead’s essential achievement is to have stitched 
into the complex tapestry of concepts and theories three golden 
threads which bring dramatically to view a clear and intelligible 
pattern. Each of these threads links together a type of expecta- 
tion, a type of policy, a type of uncertainty, a type (near or far) of 
time-horizon, a type of market and a type of profit; and there are 
three points where two threads join. In the accompanying 
diagram J have endeavoured to present this pattern visually. 
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The first distinction is between general expectations whose subject 


9 


matter is those “ public” variables and circumstances, such as 
the size of the national income, the size of the flow of net invest- 
ment, the political colour of the Government after a forthcoming 
election and so on, which, whatever they are going to be, will be 
the same for all firms and will constitute a background common to 
all the actors on the economic stage; and particular expectations 
whose subject-matter is the revenue, costs, etc., of each individual 
firm. There is a second reason for the term ‘“ general expecta- 
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tions,”’ in that the business community often has concerning these 
a consensus of opinion; and a further distinction between the two 
types is that while general expectations are concerned with 
variables wholly outside the firm’s control or even influence, 
particular expectations are largely about the consequences of its 
own various possible actions. Next Professor Keirstead divides 
the firm’s field of action into the two parts—marketing policy and 
technical policy. A plan may envisage, for example, the increase 
of the firm’s monopoly power by means of an advertising cam- 
paign; or the firm may aim to be first in the field with a new 
productive technique or a new product. The subjective un- 
certainty entailed by a technical innovation, Professor Keirstead 
thinks, is altogether more formidable than that involved by a sales 
campaign. The mental processes involved for the enterpriser will 
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be entirely different in the two cases, and while little more than 
a projection of recent experience may satisfy him regarding the 
outcome of an advertising campaign, a technical innovation will 
seem capable of bringing great gain or great loss, and the enter- 
priser will consider what is the worst and the best that can happen. 
Whether the firm’s action is concerned with marketing or with 
technology, however, the advantage to be won essentially involves 
expectation and a plan looking forward over some stretch of 
future time. The length of this time, that is the distance of the 
“ horizon,”’ is the next matter on which general expectations differ 
from particular expectations. For the former, Professor Keirstead 
holds that the practical limit is one year, while for the latter the 
business-man is bound in the nature of things to attempt to “ take 
a view ” over some ten years. The hazards of innovation will be 
particularly insistent in perfect competition, and the fifth link in 
each of the three chains is the distinction between types of market. 
Finally, each of three kinds of profit is seen as the possible objec- 
tive of policy and action : first, windfall profits result from sound 
“* general expectations ”’ concerning the circumstances that govern 
price-movements; secondly, monopolist’s profit results from a 
well-judged and skilfully executed long-term marketing policy; 
and thirdly, innovator’s profit is hoped for from well-timed 
adoption of new discoveries and inventions. Professor Keirstead 
shows more indulgence to the monopolistic competitor, reacting 
in what is, after all, a rational way to his environment, than most 
of the literature has accorded him; what he seeks, Professor 
Keirstead suggests, is security and, paradoxically, increase of scale 
rather than exploitive profit. The intensity of the need felt by all 
kinds of people in these days, enterprisers not least, for security, 
and the economic consequences of that feeling, are expressed and 
analysed by Professor Keirstead in some brilliant and moving 
passages of unmistakable sincerity.1 Security surely ranks in 
importance, amongst the ideas which should concern the econo- 
mist, with scarcity itself; but how different is its place in the 
theoretical literature. 

With one notable exception, all the chief views which have 
been advanced by economists about the nature, origin and role of 
profit find their due and mutually harmonious places in this 
scheme. Profit was connected by F. H. Knight with uncertainty, 
by Schumpeter with innovation, by Keynes with movements of 
the general price level, and by Mrs. Robinson, Professor Chamber- 










































1 See, for example, the first paragraph of page 41. 
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lin and Mr. Kalecki with the degree of monopoly power. When 
the word profit means something which induces people to take 
this action or that, this thing, being something imagined and 
hoped for, is what Professor Keirstead calls “ objectively 
uncertain.” There is in its nature, that is to say, no general or 
radical justification for anyone to treat it in any particular case as 
a unique known number of money units, and if he does so treat it, 
the justification must arise from special circumstances. Those, 
therefore, who insist on uncertainty as an essential characteristic 
of any situation where profit plays a part will find their view 
reflected in Professor Keirstead’s scheme. He does, however, put 
much weight on a distinction which has been greatly neglected in 
the literature. If I may be allowed to try to interpret a little his 
double-barrelled technical term “ objective uncertainty, subjective 
certainty,” he has in mind, I think, the idea that ex post profit 
must always be attributed in some measure to luck, and there can 
plainly be no room for luck where there is no objective uncertainty. 
(I confess that the notion of an “ objectively certain ” prospect is 
one to which I can scarcely attach any meaning, and I should say 
that all situations, where decisions must be taken, are “ objectively 
uncertain’). But it may well be that the instinctive human 
response in some contexts is to seize upon any clues which offer 
and to treat them as though they were sufficient to give knowledge 
of the outcome of some course of action. Thus Professor Keir- 
stead thinks that ‘“‘ general expectations ”’ will often be mere 
projections of trends treated as though they were established 
truth. This may very well be realistic psychology. Perhaps 
experience since 1945 is steadily building up such an attitude; but 
has 1929 and its “ permanent prosperity ” really faded already 
from men’s minds ? 

Particular expectations are the basis of two types of action. 
When they are concerned with the possible results of marketing 
policy, they may also be “ subjectively certain.”” But particular 
expectations of the outcome of technical innovation, especially 
under perfect competition, will be part of an altogether different 
attitude of mind, one which asks what are the extreme possibili- 
ties, within fair limits of plausibility, that a given course of action 
can lead to. Innovation, the seeking of some degree of monopolis- 
tic entrenchment and the attempt to trap windfall gains are in 
Professor Keirstead’s analysis the three fields of action in which 
profit can be pursued, and his scheme thus accommodates the 
other views mentioned above. But there is here a unity also in 
diversity : all pursuit of profit involves the making of expectations 
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and of policies and plans, more or less detailed and more or less 
far-reaching into the future, based on the expectations; profit- 
seeking does not consist, that is to say, in merely watching the 
movements from moment to moment of the pointer on the 
“marginal revenue ” gauge and the pointer on the “ marginal 
costs ” gauge, and adjusting the throttle-lever of output so that 
the two gauges give the same reading. 

To have thus put upon one map, as it were, the widely various 
discoveries or conjectures about the origin ef profit, and shown 
that like a river it can have many sources, and can arise from 
several quite different types of entrepreneurial action, is a most 
valuable contribution to economic theory, but it is by no means 
the whole merit of Professor Keirstead’s book. The interest and 
importance of this book arise from the author’s deep insight into 
entrepreneurial psychology, which the reader is led to trust 
because it is obviously derived from natural, easy and prolonged 
contacts with business-men themselves, something entirely 
different from the artificial and witness-box atmosphere of the 
formal interview method. Men who think that everything they 
say will be taken down and may be used as evidence to hang them 
or their industry are likely to put a gloss on their mental procedures 
and be at more pains to emphasise their high moral principles than 
to report upon careful introspections. I think that Professor 
Keirstead has been able to see into the hearts of his informants. 
In a book of high stylistic excellence one of the most striking 
passages deals with the complex of questions: What are the 
motives which underlie the enterpriser’s decisions? Is it realistic 
in these days to argue as though a single person combined the 
functions of decision-making in face of uncertainty and of bearing 
the consequences of these decisions, or is the enterpriser typically 
aman whose reputation and self-esteem as a successful leader of 
business is the most important thing he has at stake, so that he is 
led to think of the firm as having interests of its own, with which 
he identifies himself, and which are quite distinct from those of 
the shareholders? Does he measure his own success both by the 
capacity of the firm to earn profits and by the scale which it can 
attain by ploughing back, rather than distributing, those profits ? 

Professor Keirstead himself would not suggest, I think, that he 
has given us a complete and final treatise of the theory of profit, its 
nature, origin and effects. What can be truly said is that in a 
book of high distinction, where a profound analysis is set forth in 
lucid and persuasive prose, he has drawn attention to a field of 
economic theory of first-rate importance which, except in works 
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that cut obliquely across the subject in pursuit of other central 
aims, has been almost totally neglected since before most of 
to-day’s economists began their work. Let those who seek 
subjects for research and for doctoral theses, for lecture courses 
or books or examination questions, ask themselves whether the 
theory of profit does not merit their attention. Professor Keir- 
stead’s book will suggest a hundred interesting lines of further 
work, and for many of these it will provide an outline map ready 
to be filled in. 


G. L. S. SHAcKLE 


Liverpool, 











STUDIES IN NATIONAL INCOME AND EXPENDITURE 


THESE publications,’ here referred to as Stone and Chapman 
respectively, are two of the first three volumes to appear in a series 
of Studies issued under the joint auspices of the National Institute 
of Economic and Social Research and the Department of Applied 
Economics, Cambridge. The main objects of the series are to 
compile national accounts for each year from 1920 to 1938 and 
to construct and test econometric models on the resulting data. 
Stone includes a general review of the econometric problems in 
addition to detailed estimates and analyses of consumers’ expen- 
diture on food, drink, tobacco, rent, fuel and light; a second 
volume is to cover other items of expenditure. On the income 
side of the national accounts, the first estimates relate to wages 
and salaries, published in Chapman. Later publications in the 
series will cover other aspects of national income and expenditure. 

This work of Mr. Stone and his colleagues is beyond adequate 
praise. The estimates are authoritative and, though nothing can 
ever be described as final, it is difficult to envisage any major 
revision. The analyses of the data use econometric techniques 
of recent development and the results, e.g., on the elasticities of 
demand, are almost as important as the basic estimates them- 
selves. The clarity of exposition in these volumes is only to be 
matched by the elegance of the production by the Cambridge 
University Press. 

The moving spirit in this vast enterprise is Richard Stone 
himself, but he lays great emphasis, quite rightly, on the team 
work involved. In addition to the authors and “ assistants” 
named on the title pages, many economists and statisticians have 
contributed—Durbin and Watson, Houthakker and Prais, 
Geary, Orcutt, Tobin and others—and their work is to be found in 
a growing list of separate publications. Mr. Stone notes with 
some regret that, except for an occasional and brilliant pioneer, no 
single individual can any longer expect to produce basic results in 


1 Studies in the National Income and Expenditure of the United Kingdom. 
Edited by Richard Stone (Cambridge: University Press, 1953): 

VolumeI. The Measurement of Consumers’ Expenditure and Behaviour in 
the United Kingdom 1920-1938. By Richard Stone, assisted by D. A. Rowe and 
by W. J. Corlett, Renée Hurstfield, Muriel Potter. Pp. xl+ 435. 105s. 

Volume V. Wages and Salaries in the United Kingdom 1920-1938. By Agatha 
L. Chapman, assisted by Rose Knight. Pp. xiv + 254. 55s. 
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applied economics. ‘*The co-ordination of economic facts and 
theories involves . . . mathematical problems of formulation, 
statistical problems of estimation and the testing of hypotheses 
and problems of computation ” (Stone, p. xxvi). Some may look 
upon this with apprehension, since it implies that the training of 
the applied economist and economic theorist alike must include 
more than a little advanced algebra and calculus, together with 
some aquaintance with modern computational techniques. The 
traditions of the Marshallian approach, and Keynes’s concentra- 
tion on economic policy, are not given up; it is simply that they 
must be firmly based on co-ordinated data and analyses of 
increasingly elaborate kinds. It is good to see it confirmed that 
Cambridge is to be numbered among the leading international 
centres of econometric work, if only to be sure that econometrics 
will consist of more than flights into mathematical abstraction. 

The introduction to econometrics given in Stone is excellent, 
always to the point and full of that kind of accumulated wisdom 
which makes a reviewer wish he had thought of it himself. We 
have to be thankful for Mr. Stone’s excuse that “in the present 
stage of development econometrics for everyman would be 
unintelligible ’”’ (Stone, p. xl); the subject has been brought at 
least one stage nearer everyman’s comprehension. A general 
account of econometrics and its relation to economic policy 
(Introduction and Chapter XVII) is followed by an economic 
formulation (Chapter X VIII; Market Demand Relationships) and 
an elegant but mathematical account of the statistical problem 
(Chapter XIX; Statistical Procedures). Not all of this last 
chapter will be intelligible to an economist—since matrix algebra 
is not yet generally part of his equipment—but he can read §§ 1, 
3 and 10 with great profit. 

Mr. Stone’s problem is to estimate parameters in a market de- 
mand relation, and he has only series of nineteen years for the pur- 
pose. His technique is to reduce the number of parameters to be 
found, first, by assuming results which might otherwise be verified 
e.g., that the sum of price elasticities is zero (Stone, p. 328); and 
then by using budget data for the estimation of particular para- 
meters (¢.g., income elasticity). He is therefore compelled to make 
a formidable set of assumptions, that budget data relate to the 
demand function of a single individual, that individual and 
market demand functions are of the same form and usually that 
all income changes are in proportion. More work in these fields 
is clearly necessary. There is also a question of changing tastes 
over time and the contrast between “‘ carefully elaborated theory 
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of the influence on demand of income and prices ”’ and “ extreme 
vagueness about the way in which changes in tastes and habits 
affect consumers’ behaviour” (Stone, p. 272). Among many 
comments on the problem of aggregation, Stone notes that the 
postulate of continuity should be made after the market demand 
relation has been formulated, but that it still needs to be made 
before aggregation (Stone, p. 256). 

The statistical technique adopted by Mr. Stone is the single 
equation method based on least squares. Hence his excellent 
account of serial correlation and other problems is “in terms of 
various ways in which regression models may fail to satisfy the 
assumptions of the method of least squares ”’ (Stone, p. 279). He 
stresses the important fact that, in contrast to the single equation 
technique, the method of simultaneous equations does give 
consistent estimates of parameters but only at the cost of high 
sampling variances. The paragraphs on tests of significance are 
masterly in the way they show the relations between the normal, 
t, x2 and F distributions (Stone, pp. 241-4). There can only be 
minor objections to his exposition, as when he writes a relation on 
p. 255 which is not explained until p. 263, and when he introduces 
a prime to indicate a logarithm (e.g., p’ = log p) which tends to be 
confused with his notation A’ for backward first differences. 

The statistical estimates of basic series are most carefully 
derived both in Stone and in Chapman, and the amount of work 
must have been prodigious. There are such conceptual problems 
as the treatment of pensions and pension funds in wages and 
salaries, and numerous decisions to be made on definitions and 
distinctions. The most welcome feature here is that everything 
is described; none of the inevitable limitations of the estimates is 
hidden or disguised. By no means all problems can be resolved ; 
for example, should the earnings of share-fishermen, taxi-drivers 
or ticket-takers at football matches be included in wages and 
salaries? An extensive table in Chapman codifies the reliability 
of all the pieces of data used in estimating the wages and salaries 
bill. For example, estimates of numbers and average earnings 
of “‘ hairdressers, manicurists and chiropodists”’ are coded D = 
Conjectures. Since this is a small item, with aggregate earnings 
under £10 million, precise estimates are not needed. In fact, “‘ it 
was assumed that average annual earnings would be the same as 
those of shop assistants. ‘This assumption can be defended only 
on the slender grounds that the figure for 1938 appears not un- 
reasonable in comparison with a rough estimate based on rates 
of remuneration set for the hairdressing craft in 1942 . ” 
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(Chapman, p. 222). Looking back to the estimates for shop assist- 
ants, we find that the average earnings are “ estimated from data 
obtained in the study of salaries carried out by Marley and 
Campion. ... The trend of salaries from 1920 to 1924 was 


bd 


guessed by reference to Ramsbottom’s general wage-rate index ’ 
(Chapman, p. 150). This clear reference to assumptions, and even 
to guesses, is typical of the whole work. 

Since estimates are often so conjectural, figures for small 
groups cannot be reliable in themselves. Moreover, the general 
level of a larger aggregate is set more correctly than its fluctuations 
over time. In the estimate of the wages and salaries bill, frequent 
use is made of the wage-rate index for interpolation and extra- 
polation (in default of actual earnings), and this implies that year- 
to-year changes are underestimated, that fluctuations tend to be 
ironed out. The main conclusions are not affected, e.g., the result 
that, of the factors influencing the growth of wages and salaries 
from 1932 to 1938, the rise in employment was twice as important 
as higher earnings within industries, with the movement of the 
labour force between industries of negligible influence (Chapman, 
p. 32). The limitations are more troublesome in Mr. Stone’s econo- 
metric estimates of income and price elasticities of demand (e.g., 
those for food, Stone, Table 106). Our suspicion must be that 
Mr. Stone has squeezed as much, and perhaps more, out of the data 
as they will stand. There are, for example, clear indications of 
curvilinear regression of food expenditure on total expenditure in 
the budget data, but it is doubtful whether this can be pursued 
without a firmer factual basis than that provided by the budgets 
available. 

It is very tempting to try to carry post-war data back to those 
of the inter-war period, as now estimated by Mr. Stone and Miss 
Chapman. The limitations of the material for this purpose are 
illustrated in the two following examples. The first, from Stone, 
attempts to continue the series of consumption of “ meat, bacon 
and poultry ” in value, quantity and price in 1920-38, by the use 
of corresponding series from the official national income calcula- 
tions (see p. 128). 

The extrapolation to 1948 and 1952 is approximate, since the 
C.S.0. estimates and coverage are somewhat different and since 
index numbers based first on 1938, and then on 1948, need to 
be spliced together. The whole series is sufficiently reliable to 
indicate that consumption of meat increased in quantity from 
1924 to 1938 approximately in proportion to the growth in total 
population, though less rapidly than the adult population. By 
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Stone’s data 4 1924 | 379 | 335 | 113 
1929 | 389 | 341 114 
| 1938 356 356 100 
C.S.0. data ? | 1948 = | 350i 263 133 
1952 728 325 224 












1 Stone, Tables 12 and 13, excluding eggs and “‘ other meat products.” 
2 Cmd. 8203 (1951) and National Income Blue Book (1953). 


The last column is the (current-weighted) price index corresponding to the 
(base-weighted) quantity series of the second column. Stone shows this series 
multiplied by the 1938 value of consumption (£356 million), but it is then difficult 
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1952, meat consumption was nearly 9% below 1938 in aggregate 
and over 13% lower on a per capita basis. The price rise for meat 
was about the same as the average for all retail prices from 1938 
to 1952. Such results have a bearing on current questions of de- 
rationing, particularly in relation to the additional fact that the 
price (substitution) elasticity of meat items varies from 0-4 (home- 
produced beef) to 1-5 (home-produced mutton) on pre-war 
evidence. 

The other example is from Chapman, and it attempts to carry 
her estimates of average wages and salaries forward to 1952, by 
use of post-war data : 
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Wages and Salaries 
| 
| Wages. | Salaries. 
Ser a a an en ae 
| | } Average. } Average. 
— itis Nccnteenncsani = > | Nos. | aera 
| |} Bate, | mn. | | } gate, | mn. | 
| | £ mn. | ¢ 1938 . £ mn. | ¢ 1938 
| } “ | 100. "_|_100. 
A. Including pension funds : | | | 
Chapman’s data * 1924 | 1572 | 12-69 | 124 254 101 
1929 | 1656$ | 1348 | 123 | 253 101 
1938 | 1910 | 14-67 | 130 | 252 
B. Excluding pension funds : | } | 100 
Chapman’s data * 1938 | 1905 | 14-67 | 130 | | 244 
Officia) data * 1951 | 5090 16:06 | 317 2 | 499 204 
1952 | 5460 | 16-12 | 339 | | 535 219 





| 





1 Chapman, Tables 1 and 4, adjusted by use of data on shop assistants and hairdressers, Tables 58 and 
86. 

* Aggregate from National Income Blue Book (1953); total numbers from Ministry of Labour Gazette 
(Vebruary 1953), distributed over wage and salary-earners according to data of 1951 Population Census, 
1% Sample Tables. 


Wages include earnings of shop assistants; ealaries include directors’ fees. 
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The estimates in Chapman were framed to agree with the classifi- 
cations of the National Income Blue Book of 1952. They have 
already been rendered inappropriate by the changes adopted in 
the Blue Book of 1953. In particular, Miss Chapman includes 
shop assistants with salary earners, but provides information for 
an approximate transfer of the group to wage-earners; she 
includes, though not completely, employers’ contributions to 
pension funds (or alternatively out-payments of pensions), but 
quotes an estimate of the amount for 1938. The necessary 
adjustments are made in the above table; they can be no more 
than approximate. Another adjustment is needed, but not made 
above, since the post-war numbers include the unemployed and 
count part-time workers as units, whereas Miss Chapman makes 
allowance for both these factors. The comparison for salaries is 
little affected by this difference in the treatment of numbers, but 
the increase shown in average wages since 1938 may be a consider- 
able underestimate. It is evident that there was no increase in 
the average salary earned from 1924 to 1938 and that the subse- 
quent increase of 1952 was just about in line with the rise in prices. 
The small rise in salaries, as compared with wages, arises in part 
because of the increasing proportion of women salary-earners, and 
only in part because of inferior bargaining power. 

The data and analyses of this series of studies are obviously 
relevant to a consideration of current questions. It is twelve years 
since the work began, but Mr. Stone has made a convincing case 
for the postponement of publication on the score that new material 
has become available and that new econometric techniques have 
been developed (by himself and his team among others) since 
1941. It is equally clear that data for the inter-war period are 
subject to decreasing returns in their usefulness as time goes on. I 
would therefore conclude with a plea that the remaining volumes 
be published as expeditiously as possible, both to provide data for 
econometric work and to furnish the background which is so 
important in current discussions on economic policy. 

R. G. D. ALLEN 
London School of Economics. 


No. 253.—vou. LXxIv. 















REVIEWS 


La Pensée Economique en France depuis 1945. By Anpri 
Marcuat. (Paris: Presses Universitaires de France, 1953. 
Pp. 240. 700 Frs.) 

M. Marcuat introduces his review of post-war economic 
thought in France by noting the frequency of “ crisis ” talk among 
his colleagues. Their manifold descriptions or diagnoses of an 
alleged crisis in economics give one a first broad impression as to 
how French economists have recently been seeing the fundamental 
problems of the subject. For example, M. Henri Denis calls 
attention to “les critiques addressées de tous cétés a la science 
économique ’’; M. Morazé has complained of “les raffinements 
byzantins qui réduisent chaque année un peu plus la part du réel dans 
Venseignement économique ’’; M. Allais has referred to “ l’abus du 
verbalisme’”’?; M. Culmann has remarked that “ les économistes 
d’autrefois écrivaient pour les citoyens intéressés a la chose publique ; 
les économistes d’aujourd’ hui écrivent pour leurs éléves”’; while M. 
Fourastié has suggested that “ l’expérience prowve que les hommes 
d'action n’ont que faire de connaissances abstraites et vagues qui ne 
leur sont d’aucune utilité dans la vie quotidienne”’ (pp. 1-2). M. 
Marchal holds that none of these observations justifies speaking of 
a ‘‘crisis”’ in economic thought, though he believes that we are in 
the midst of various “ crises” both narrower and wider. More 
narrowly, he considers that there is a crisis in classical liberal 
economic theory and its typical simplifications, which seem at 
one period to have had a much more dominating and narrowly 
exclusive hold on the subject in France than even in this country 
(judging, at any rate, by the exiled Walras’ complaints fifty to 
eighty years ago). More widely, there is what M. Marchal de- 
scribes as a crisis “commune a toutes les sciences depuis le début du 
XX* siécle, et on peut lui donner un nom: c'est la crise du 
déterminisme”’ (p. 6). 

From the start of M. Marchal’s survey, or even from a glance 
at his table des matiéres, it will at once strike the English reader 
that—as in the case of French political parties and tendencies—a 
review of French economic thinking requires much more numerous 
and elaborate classifications and subdivisions than would a corre- 
sponding British survey. M. Marchal mentions in this con- 
nection that the French economist, as a thinker, tends to be 
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“ essentiellement individualiste”’ (p.9). Along with this intellectual 
individualism there seems to go also a much greater freedom of 
entry into the serious forum of economic disc:ission than exists in 
this country. In France numerous and considerable contribu- 
tions come from lawyers, engineers, historians, sociologists, and 
officials, which naturally makes for a much wider range of questions 
and approaches than in Britain. This difference in the French 
scene, is obviously connected with differences in university tradi- 
tions and faculty demarcations, but the full causation would be 
difficult to unravel. 

M. Marchal classifies French economists under the three broad 
headings of “‘ Economistes de Tradition Classique,” ‘‘ Economistes 
de Conception Réaliste et Sociologique,” and “‘ Economistes d’Observa- 
tion.”” The second of these headings has by far the widest and 
most heterogeneous coverage. But even in the case of so com- 
paratively compact and clearly-demarcated a body of doctrine as 
that of the French classical tradition (‘‘lecowrant classique et abstrait, 
déductif, hypothétique,’’) its representatives have each very much 
their own special, and often mutually contrasting, variants. Ofthe 
leading French ‘“‘classicals,’’ M. Rueff emphasises the principle of 
private property as the foundation of a free and efficient economy ; 
M. Allais the organisation and maintenance of the mechanism of 
competition; M. Baudin the need to give the creative élite its 
head if social and economic ossification is to be avoided; and 
M. Villey the guarantee which, in his opinion, policies of economic 
liberalism give us against ‘“‘le monstrueux impérialisme de 
Vefficience ”’ (p. 30). 

It is under the heading of “‘ Lconomistes d’Observation ” that 
M. Marchal mentions the comparatively small amount of econo- 
metric activity in France. He is not hopeful as to the future for 
this branch in his country; partly because the money is not 
forthcoming to run the large organisations necessary, and partly 
because the requisite discipline, or team-work, “‘ n’est pas la qualité 
primordiale des Francais” (p.172). As regards mathematical 
theory there seems to be a great deal of reserve and even strong 
suspicion among French economists, though after the healthy 
realistic manner of Marshall rather than that of the obscurantists 
who completely failed to recognise Cournot, Dupuit and Walras 
seventy to a hundred years ago. 

It is when we come to the second of M. Marchal’s main group- 
ings, ‘‘ Economistes de Conception Réaliste et Sociologique”’ that 
the diversity of direction and principle becomes really complex. 
There is, first, a school of thought which looks for a closer and more 
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profitable alliance with psychology in order to fill out the rather 
insubstantial formule of micro-economie analysis (like American 
economists such as Fetter thirty or forty years ago). But by far 
the most important trend according to M. Marchal, which of 
course includes a variety of individual interests and tendencies, is 
that towards an alliance with sociology or with particular branches 
of political and sociological analysis. M. Marchal states: “ La 
tendance a réintégrer la science économique dans un cadre sociologique 
est sans doute le trait le plus caractéristique de la pensée francaise 
actuelle—au moins de celle qui est representée par les universitaires 
de la generation “‘ active” (entre 30 et 60 ans)’ (p.75). (Apparently, 
as regards French “ universitaires,” there is a reliable correlation 
between chronological and mental or intellectual age.) 

Of course, in almost all British economic theorising politics and 
sociology come in only with certain more or less explicitly stated 
political “‘assumptions,”’ to be taken or left but not further discussed 
by the economist as such (or often ‘“‘ as” anything else). Here 
there has always been comparatively little opposition to or devia- 
tion from the methodological tradition, going back to the classical 
essaysof Senior and J.S. Mill. This marks off sharply the economic 
processes, on which it is the first business of the economist to con- 
centrate, from the legal, social and political framework within 
which these processes operate. Possibly this tradition has been 
so much less questioned in Britain partly because even to-day a 
given (or as contrasted with parts of the Continent a compara- 
tively steadily evolving) social order can perhaps still be taken for 
granted rather more readily on this side of the Channel, which has 
enabled British economists to stick to their classical lasts without 
losing too seriously in relevance. Anyhow, it is this frontier line 
between a given framework of institutions and social classes and a 
more or less pure economic process which many French economists 
think they must remove if they are to get to grips with the decisive 
* variables ” in their field of study. M. Marchal tells us that the 
majority of his colleagues believe that “les facteurs sociclogiques ne 
sont pas seulement des cadres de l’activité économique, mais qu’ils en 
sont Vessence méme et que Von ne peut sans arbitraire et sans 
danger dresser des frontiéres précises entre l économie politique et la 
sociologie.”” Particularly is this the case with the problems both 
of any sort of realistic dynamic analysis, and of macro-economic 
analysis and policy. In fact, French economists are here follow- 
ing the trail blazed by Pareto, who leaped quite deliberately from 
pure economic statics to politico-sociological dynamics, in par- 
ticular, for example, when he approached problems of inflation 
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from the sociological side in his analysis of the Rentier and 
Speculator types in his Treatise of Sociology. 

It is under this heading (‘‘ Economistes de Conception Réaliste 
et Sociologique ’’) that M. Marchal discusses the ideas of Francois 
Perroux about “ macro-décisions’’ and about economic power- 
relations or “domination.” But we may cite by way of con- 
structive example the approach to contemporary problems of 
inflation in recent articles by M. Aujac and M. Mainguy (Economie 
Appliquée, 1950). The approach of economists to the subject of 
inflation has, of course, been to treat it as a monetary and public- 
financial problem (to some extent “ abnormal ” and pathological) 
which has social consequences which the economist can indicate 
but which it is not his task systematically to examine. What 
French economists now seem to be suggesting is that there 
may be a need for quite a different line of approach if any deeper, 
more practical or more realistic understanding of the problem of 
post-war chronic inflationary pressure in western countries is to be 
obtained. The most obstinate aspects of this problem do not relate 
to unsatisfactory pure monetary analysis or financial techniques. 
M. Aujac proposes to reverse the traditional approach to the prob- 
lem and to treat inflation not as a monetary phenomenon with 
social consequences but as a social phenomenon with monetary 
consequences : that is, to start from the groups, group relation- 
ships and group expectations which make for a chronically infla- 
tion-prone economy, with its inevitable and almost secondary 
monetary and public-financial by-products. M. Mainguy has 
illustrated M. Aujac’s approach with regard to the control of 
inflation in Britain, showing how the fundamental element in that 
control is the agreement of an important social group or groups 
rather than any particular fiscal or financial techniques. We 
cannot attempt here to summarise or appraise the essays of M. 
Aujac and M. Mainguy. We have simply mentioned them in 
order to show that French economists are not merely proclaiming 
grandiose programmes for the interpenetration of economic and 
sociological analysis, of which there have, of course, been many in 
the past, at least since the days of Roscher and Comte. Nor are 
they concerned simply with linking up “large-scale” theories of 
economic and social-political development in the manner of 
Schumpeter and Marx. They are concerned with giving more 
complete explanations of limited contemporary practical problems 
than is possible within the classical frontiers of economics. It 
does seem that M. Marchal makes an interesting and impressive 
case for placing his main hopes for the progress of the subject in 
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France in “‘l’interpénétration des différentes branches de la science 
économique avec les autres sciences sociales ’’ (p. 188). 

The contrast could not be more marked between these French 
hopes (and actual French practice), and the position in this country, 
where even when economics has long been carried on side by side 
with political or sociological studies it continues to remain—for 
better or for worse—hermetically sealed against any such “ inter- 
pénétration ’’ (as Professor Hicks has recently pointed out with 
regard to Oxford’s P.P.E.). On the subject of political parties, 
probably a vast majority of Englishmen—Proportional Repre- 
sentationists excepted—could lay their hands on their hearts and 
affirm that they saw only advantage, and little or no disadvantage, 
in the few broad, simple and fairly lasting party demarcations in 
British politics, as contrasted with the variety and heterogeneity 
of party divisions and directions in France. Possibly the British 
economist can make a correspondingly confident affirmation that 
he does not envy his French colleagues for their variety and 
heterogeneity of directions and methods, and for the increasing 
disregard by “active ’’ French economists of what in England have 
come by almost all to be recognised as the traditional, unalterable, 
academically established or examinationally convenient fron- 
tiers of the subject. On the other hand, there may possibly be 
some questions worth re-opening. In any case, we may be most 
grateful for the valuable stimulus provided by M. Marchal’s lively, 
lucid, and (as far as an outsider can tell) very fair review of the 
state of the subject in France, and for the help he gives in directing 
us to the recent French writings which seem most relevant from 
the point of view of our own interests. 

T. W. Hurcnuison 
London School of Economics. 


Readings in Business Cycles and National Income. Edited by 
A. H. Hansen and R. V. Clemence. (New York: W. W. 
Norton (London: Allen & Unwin), 1953. Pp. v + 588. 
30s.) 


PROFESSOR HANSEN and Professor Clemence have sought in 
this volume of Readings to assemble a collection of articles that 
is “ intended primarily for the use of undergraduate students ” 
(p. ix). It would seem that an undertaking of this sort must 
be judged on two criteria. First, how adequate is it in conveying 
to the reader the state of thought on the subject surveyed ? 
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Second, how useful is it in stimulating thought? On both of 
these questions this volume gets high marks. 

It is certainly a very comprehensive Readings. It falls into 
seven sections, dealing with historical episodes, business-cycle 
theories, economic dynamics, econometrics, international and 
interregional aspects, long cycles and cycle policy. It ranges 
in time from an excerpt from J. S. Mill’s Principles of Political 
Economy to some of the more recent ventures into the theory of 
growth. It réprints in a handy format a number of articles of 
great importance in the development of thought: Professor 
Kahn on the multiplier, Mr. Harrod’s “Essay in dynamic 
theory,” Mr. Kaldor’s ‘‘ Model of the trade cycle” (although I 
do not quite understand why this should be classified as econo- 
metrics) and the Keynes—Tinbergen controversy on econo- 
metrics—to be quite invidious and mention only a few. 

It is a very useful collection; but it suffers the weakness 
that the editors have sought to cover so many aspects of the 
discussion of the trade cycle that any one of their sections is 
rather brief. Thus in the opening section on historical episodes, 
we learn about the crisis of 1847 in England, the “ great depres- 
sion” in England in the late nineteenth century, and then the 
1920s and 1930s in the United States. The selections are all 
valuable examples of applied economics in this field, but the 
student seeking some guidance on the evidence of the facts will 
have to supplement these heavily. Then again, in the section 
on business-cycle theories the editors have had to rely quite 
considerably on individual chapters from various books. An 
author’s thought cannot be adequately appreciated in this way. 

The effect of comprehensiveness, then, is to give a good 
overall impression of thought on this subject, but hardly to give 
an adequate impression of thought on any one part of it. The 
volume’s marks on the first of our criteria will thus vary with 
the use to which one wishes to put it. 

That said, it must immediately be pointed out that*this sort 
of collocation of diverse articles earns very high marks under 
our second criterion. One cannot read through the two sections 
on theory without being impressed once again with how much 
additional precision has been given to thought on the trade 
cycle by the concepts of the multiplier and effective demand and 
the subsequent developments based on them. We seem to have 
a clearer idea of the possible mechanism by which the economy 
will react to any particular disturbance. But there are also 
represented in this volume points of view that indicate that 
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while we may have a better idea of what the reaction-mechanism 
is, we are in some doubt as to what results it produces. We 
have cast off the Wicksellian cumulative process represented by 
some of the earlier articles of this collection, but we cannot make 
up our minds as to whether our economy is liable to explosive 
cycles and therefore needs “ceilings” and “floors”; or to 
damped cycles and needs intermittent shocks. 

Likewise, we can see here some of our indecision on the theory 
of investment. It is particularly useful to go over the earlier 
articles and to wonder just where in our models we are to put, 
for example, Professor Aftalion’s gestation period or Sir Dennis 
Robertson’s saturation of investment opportunities. 

It is also instructive to compare the section on historical 
episodes with those on theory and to wonder how much further 
our theory must develop before it can readily be applied. It is 
a little disturbing to be reminded by Professor Rostow that 
those who observed the data of the last quarter of the nineteenth 
century in Britain “‘ emerged with quite different explanations. 
Each explanation depended directly on theoretical presupposi- 
tions’ (p. 34). Those who insist that we have improved since 
then should read the article by Professor Schumpeter that is 
reprinted here. 

It is in sum a collection that will guide the student through 
the literature and give him and his teacher something to think 
about. I should perhaps add that in my appreciation of this 
book I have discounted heavily to allow for my gratitude to 
the editors in reprinting an article of mine. 

A. D. Kyox 
London School of Economics. 


Essays in Economic, Analysis. By A. P. Lerner. (London: 
Macmillan, 1953. Pp. v + 394. 28s.) 


THE purpose of this book, Professor Lerner explains in the 
preface, is simply to make available in a single volume a number 
of essays written by him at various times during the last twenty 
years. All have been previously published, and all are reprinted 
without modification or further comment. One cannot help 
feeling that Professor Lerner’s failure to revise or comment is a 
defect by no means compensated for by his remark that he is a 
little disturbed by the degree to which these articles still express 
his opinions. For such a statement is just sufficiently non- 
comprehensive to leave the would-be critic wondering whether or 
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not he has seized upon an offending paragraph with which its 
author would not in fact now agree. Does Professor Lerner, for 
example, really hold in 1953, as strongly as he apparently did in 
1939, the view that the only proper definitions of saving and 
investment are the ex-post definitions which make them identically 
equal? One almost wishes that he might, for an up-to-date 
defence of this view would nicely serve to restore the symmetry of 
the present situation in which only the fence and the far side of 
the fence seem to be occupied with any considerable degree of 
resolution. Again the essay on Factor Price Equalisation contains 
a slip (commented on at length elsewhere by the present reviewer) 
which renders the main conclusion invalid, although the geo- 
metrical technique there developed retains sufficient interest to 
justify its reprinting. 

The essays included vary considerably in importance and 
difficulty, ranging from a rather complex geometrical exposition 
of the processes of price formation in International Trade to a 
relatively trivial, but not uninteresting, discussion of what is, or 
ought to be, meant by the term “ inflation.” The book is arranged 
in four sections. 

Section I, entitled Ideal Output, requires little comment from 
a reviewer, since it contains only two brilliant and deservedly 
well-known papers on a subject with which Professor Lerner’s 
name has come to be intimately associated. The first of these, 
especially, remains, after nearly twenty years, one of the best and 
clearest explanations of the marginal-cost pricing principle, for 
which no satisfactory alternative has been suggested, despite the 
many hard words which have been said regarding its practicability 
and the necessary qualifications with which it must be hedged 
around. It is surprising also to note on re-reading how many of 
these qualifications are in fact made by Professor Lerner himself 
in this very early exposition. 

Section II is perhaps the most valuable part of the book. It 
consists of four essays which, taken together, constitute a “‘ Geo- 
metry of International Trade ” in some ways more comprehensive 
even than that recently published by Professor Meade. The 
essay entitled ‘‘ Cost Conditions” is unfortunately marred by 
a misleading use of the expressions increasing and decreasing 
returns to identify respectively convex to the origin and concave 
to the origin transformation curves. This can be excused only 
by supposing that what is meant here by decreasing returns is 
simply that successively smaller amounts of commodity B will 
be forthcoming for equal amounts of commodity A sacrificed. 
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This is a very different thing, of course, from saying that both 
industries A and B are operating under conditions of decreasing 
returns in the ordinary sense, a proposition which does not neces- 
sarily follow. 

Section III contains some useful diagrammatical representa- 
tions of elasticity, together with a plea for the rehabilitation of the 
concept of arc elasticity. There is also a note on the theory of 
price-index numbers and a long essay which attempts to develop 
a theory of the effect of transport costs on location. The objec- 
tion to the proposed measure of arc elasticity seems, to the 
present reviewer, to lie in the fact that it depends only on the 
position of the two end points, and is independent of the shape of 
the arc between. It is also difficult to handle algebraically. Of 
the essay on location theory, it can at least be said that it is 
itself appropriately located in the book under the general heading 
“More Diagrams.”’ 

The final section is devoted to employment and interest 
theory. Again, several of the essays included are deservedly well 
known, although this part of the book tends to date rather more 
than the earlier sections. It suffers also from the fact that in 
places it is difficult to read without continued reference to the 
work of other writers which it is concerned to criticise. Indeed, 
the chapter “ Employment and Equilibrium ” is simply a review 
of Professor Pigou’s book, and the references are so specific that 
the whole essay is almost unintelligible without having recourse 
to the original work. 

Much the most thought provoking of the papers in Section IV 
is the last in the book, which takes the form of a commentary on 
Chapter 17 of Keynes’s General Theory, the chapter in which the 
mysterious concept of “own” rates of interest is introduced. 
Professor Lerner, with some reluctance, accuses Keynes of creating 
confusion by giving the same title, own rates of interest, both to the 
fee paid if wheat is borrowed and the money rate of interest 
measured in terms of wheat. This accusation, however, seems to 
rest on Professor Lerner’s own interpretation of Keynes’s definition. 
For the relevant passage in the General Theory could be taken to 
mean that the own rate of interest of wheat is the marginal 
utility (or disutility) of holding wealth in the form of wheat; an 
interpretation which appears considerably to weaken the force 
of Professor Lerner’s argument. Professor Lerner’s expression 
“money rate of interest in terms of wheat ”’ also seems rather 


unfortunate. It is difficult to imagine at what price it is possible 
to convert £5 per cent into minus 2 quarters per cent. Neverthe- 
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less, the meaning is clear from the context, and the whole paper is 
stimulating and worthy of study. 

Much profit can be derived from a re-reading of many of these 
essays, and the whole book should make a useful addition to the 
economist’s library. 


I. F. PEARcE 
Nottingham. 


The Organizational Revolution—A Study in the Ethics of Economic 
Organization. By Kennetu E. Bouxtpine. (New York: 
Harper & Brothers, 1953. Pp. xxxiv + 286. $3.50.) 


One of the advantages of insisting upon the scientific character 
of economics is that economists are thereby restrained from pub- 
lishing their opinions on the good society or the good life in 
general; readers are also spared the comments of reviewers on 
those cpinions. But this happy condition does not satisfy the 
National Council of the Churches in the United States, which is 
sponsoring a series of books on the Ethics and Economics of 
Society. Professor Boulding’s study of the ethics of economic 
organization is the second in this series, and in his book the author, 
released from the constricting grooves of economic analysis, 
ranges gallantly over the illimitable terrain open to him. His 
main concern is with the increase in the “ number, size and power 
of organizations,”’ especially of economic organizations, in modern 
times, the causes of this development, the political and psycho- 
logical consequences and finally the ethical problems to which it 
gives rise. Having set out his thesis in general terms, the author 
then discusses the “‘ organizational revolution,” in various fields— 
“ Jabour, agriculture, business and the national state.”’ 

The book was conceived “ not as an authoritative pronounce- 
ment but as a contribution to a discussion,”’ and in the latter part 
of it this discussion is actually begun. Here, first of all, Professor 
Reinhold Niebuhr provides a critical commentary on Professor 
Boulding’s argument. This is followed by Professor Boulding’s 
reply, and then, in the final chapter, the author sets out and 
comments upon criticisms made by other persons who had the 
opportunity of reading his original statement. The unusual 
composition of the book means that, to a large extent, the task of 
appraising Professor Boulding’s work has already been ably per- 
formed within the compass of the book itself. 

The author has written in a mood of high seriousness, and his 
views command respect. The book includes many penetrating 
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observations (by Professor Niebuhr as well as by Professor 
Boulding) on economic and political tendencies in contemporary 
America, and there is a sustained attempt to distinguish the 
conclusions that arise out of economic analysis from those that 
depend upon personal ethical judgments. But, in the reviewer's 
opinion, the scope of the work is over-ambitious. The range of 
topics which the author has tried to cover is so wide that he has 
been obliged to leave much of his discussion in the form of obiter 
dicta ; and as he was compelled by the nature of his subject to 
move frequently from one plane of discourse to another, his argu- 
ment at times becomes confused. This confusion is increased by 
a lack of consistency in some of his definitions. The book is, 
therefore, interesting and provocative rather than illuminating. 

The most obvious inconsistency is in the concept of the 
“* organizational revolution ”’ itself, as some of the commentators 
have noticed. Thus there is a confusion between large-scale 
organization and organization per se. Professor Boulding some- 
times argues that the increase in the number and power of large 
organizations, which is the consequence of technical, administra- 
tive and economic changes, has enfeebled the market economy and 
has produced deleterious political and psychological results, such 
as the substitution of impersonal for personal relationships, the 
loss of personal freedom and the growing efficiency of coercion, 
and a form of society in which Christian virtues are sacrificed. 
This is a tenable thesis. But at other times he seems to hold that 
all forms of organization and authority are suspect and that only in 
an atomistic society and a free market are the ethical values which 
he cherishes likely to be preserved. When he argues from history, 
moreover, he greatly under-estimates the importance of organiza- 
tion and corporate activity in the past, chiefly because he seldom 
casts his mind back beyond the conditions that existed in mid- 
nineteenth-century America. 

Along with a sophisticated analysis of economic organization, 
there runs a somewhat naive treatment of political and ethical 
problems. Why, he asks (in his central chapter on Ethics and the 
Theory of Organization), do man’s achievements turn to dust? 
Why is human progress so slow and so self-defeating? Why does 
even the proud command over nature which bestows on man such 
immense material benefits also hasten him to destruction? It is 
not, Professor Boulding answers, because man’s ethical ideas are 
inadequate. The reason is to be found, first, in his incomplete 
understanding of the laws of social change, and secondly, in defects 
in the machinery of organization—perhaps in the very presence of 
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organization (pp. 66-8). The lack of adequate communication 
in a complex society is particularly stressed. These deficiencies 
in our social arrangements are real, and it is right to seek remedies. 
But the author implies that his answers to the great questions he 
poses are complete, and that if we had greater knowledge and if 
the defects in communication could be removed, all would be well!. 
Such extravagant faith in the benevolence of the instructed 
individual has little foundation in experience. 

One of his critics objects to the analogies with which Professor 
Boulding illustrates his arguments. Some of these analogies, 
though imaginatively conceived, are rather far-fetched. Thus, 
the instability of an economy compounded of oligopolies is paral- 
leled by the instability of a political society under a party system. 
Such a society will only achieve stability, he declares—apparently 
with some contempt—(p. 64), if tae people are politically apathetic 
so that party competition becomes “ a sort of ritual.” To this, 
one need only reply that willingness to subject political contro- 
versy to the restraints of ritual is a welcome feature of social 
behaviour and is by no means to be despised. Neither these 
comments nor Professor Niebuhr’s more trenchant criticisms, 
however, are likely to disturb Professor Boulding’s passionately- 
held conviction that the conditions of a good life are found only 
in a society where organizations have narrowly limited functions, 
where authority is feeble and where a free-market economy is 
successfully maintained. 

G. C. ALLEN 
University College, 
London. 


Welfare Economics and the Theory of the State. By W. J. Baumo.. 
(London : Longmans, 1952. Pp.v +171. 21s.) 

THE attention given to various branches of theory is subject 
to fluctuations. At the present dynamics and the theory of 
development are on the up-swing and there must be many Ph.D. 
theses in preparation on these topics. A few years ago, welfare 
economics was booming, and Professor Baumol’s book is an 
offspring of that boom. It is in fact a somewhat revised version 
of his Ph.D. thesis written in 1947-48, and it is a pity that inevit- 
able delays in publication mean that it is presented in book form 
only now, when the upper turning point (reached with Little’s 
famous book) of the “‘ welfare boom ”’ has long been left behind. 
For there is no doubt that Professor Baumol made a substantial 
contribution to the late 1940s discussions. 
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The main question posed in the book is a very interesting and 
important one: How far is the ordinary market mechanism 
adequate not only in ensuring an “optimum” allocation of 
resources, given that these are allocated by the market mechanism, 
but also of ensuring the best allocation possible when no restric- 
tions are placed on the mechanism of allocation? Thus, for 
instance, take the definition of optimum allocation as being that 
allocation at which the distribution of income is the desired one 
and no one can bribe anyone else to make any change in the 
existing arrangements. It is now possible that both these condi- 
tions are fulfilled, and yet there may exist a potential group of 
people, who, if they could only get together, would be willing and 
able collectively to bribe another group to make a change. In 
other words, the market mechanism, by insisting on an individual- 
istic method of decision taking, excludes a large group of impor- 
tant decisions from the range of choices open to members of a 
community. To give just a few of Professor Baumol’s many 
examples : everyone may desire to end an inflation, yet no single 
individual can, or is willing to do so, say, by saving more, although 
they could clearly do, and be willing to do this collectively; a 
group of residents all desiring street-lights will none the less each, 
acting rationally, contribute to this far less individually than they 
would be willing to do if they knew everyone else was contributing 
his “‘ fair’ share; everyone may be in favour of a certain war, 
yet it might be impossible to get everyone to serve the war effort 
unless they were assured that everyone else was doing so as well; 
firms in a competitive industry could always reach a position 
preferred by all of them by acting collectively as a monopolist. 
There are literally hundreds of such examples of failure of the 
market mechanism to give effect to what everyone desires, and 
Professor Baumol gives an illuminating discussion on most of them, 
the best of these being his examination of the divergence between 
the risks people are willing to take as individuals and those they 
are willing to subject themselves to collectively. 

Since it is difficult, in a large community, to take collective 
decisions, the argument appears to lead to general propositions 
concerning the economic role of government. That Professor 
Baumol takes this step is apparent from the title of the book, that 
he is not happy with it is apparent from his only weak chapter : 
Economic Theory and the Theory of the State. After all, the 
following argument, which sometimes seems to underlie Professor 
Baumol’s reasoning, is a non sequitur: certain ends, desired by 
each individual can only be attained by those individuals acting 
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together; it is difficult for those individuals in a large society to 
act together voluntarily ; hence they will all prefer to be compelled 
by government to act together. To make the conclusion correct, 
we would have to insert the further assumption that no loss in 
satisfaction occurs when a voluntary action is changed to a com- 
pelled one. One suspects that this is not true for many people. 
Quite apart from that, there can be few cases of such unanimity 
of desire as postulated, nor is it easy to see how government would 
ascertain it if it existed. Thus Professor Baumol’s point is an 
important one in assessing the extent to which the market mechan- 
ism leads to the attainment of the ends of the individuals in a 
community; it is, however, too slender to lend itself for a basis of 
a revised version of the social contract. 

On the other hand, one feels that the purely economic implica- 
tions of Professor Baumol’s proposition could have been developed 
further, at the expense perhaps of the by now somewhat out-of- 
date summary chapters on the meaning of “ideal output.”” For 
instance, one would have liked to have seen the cases in which 
ends can only be reached collectively, classified into certain general 
categories. The external-economy case is an obvious sub-species. 
But there are others. Thus one suspects (although I have not 
attempted to verify it) that most cases of unstable equilibria 
belong to the Baumolian field. Such a classification would, if 
possible, make it far easier to assess the importance of the failure 
of the market mechanism in this sphere, than the listing of 
examples does. 

As already mentioned, the summary chapters are slightly out 
of date. They also suffer from Professor Baumol’s desire to 
formulate propositions geometrically. Thus the section on the 
construction of community indifference curves is unnecessarily 
complicated and in any case far less general than recent work 
suggests. Transformation curves are widely used, but the 
implied assumption and meaning of “‘ perfect mobility of factors ” 
hardly discussed. That prices must be proportional to marginal 
costs is deduced from the tangency of transformation and com- 
munity indifference curves, but the arguments leading to marginal- 
cost pricing are not given, although only such pricing is stated to 
be optimal. The mis-allocations resulting from monopoly are 
discussed by ingenious geometric devices, but the impression is 
given that the monopolists’ welfare does not count! There are a 
number of similar complaints, but, by and large, these summaries 
of the 1940s theories should prove useful to students. 

The sections of the book devoted to a discussion of older 
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economists who had noticed the particular failure of the market 
mechanism to which Professor Baumol devotes his book are both 
interesting and excellently presented. 
F. H. Hann 
Birmingham University. 


International Economic Papers, No. 3. Translations prepared 
for the INTERNATIONAL Economic AssocrIATIon. (London: 
Macmillan, 1953. Pp. 255. 15s.) 


Tue third issue of International Economic Papers is devoted 
mainly to the modern history of economic theory rather than 
to contemporary novelties. The first four of the seven items 
here were originally published in 1941, 1907, 1923 and 1900 
respectively ; while of the final three more recent articles, one by 
Professor Hans Peter of Tiibingen is devoted to a comparison of 
Marxian and Keynesian Dynamics. This volume compels one to 
wonder how much economic thinking in Britain might have 
benefited if the main writings of, for example, Pareto, Spiethoff 
and Wicksell, all represented here, and still so stimulating, had 
been at once available in convenient volumes of well-selected 
English translations like this one. How would their then 
almost completely unknown ideas have fared during that post- 
Marshallian period, when—as Professor Robbins put it when 
introducing Wicksell—‘ the uncritical acceptance ”’ of Marshall’s 
Principles “so long tended to stifle the development of other 
lines of thought in this country ” ? 

The first and longest article is by Dr. Tord Palander, and its 
sub-title ‘“‘ Some Methodological Reflections on Myrdal’s Monetary 
Equilibrium ” gives the clearest description of its contents. 
Myrdal’s work appeared, of course, in three editions, and 
Dr. Palander sets out as follows the difficulty of getting the last 
of these (i.e., the English edition) into perspective : 

“This partly-revised English edition gives the impression 
that it is a presentation of what Myrdal of 1939 considers 
Myrdal of 1932, if this latter had thought correctly, ought 
to have considered that Wicksell ought to have thought in 
1898, if Wicksell had then thought correctly and had 


possessed the theoretical apparatus possessed by Myrdal in 
1932” (p. 7). 


This may sound slightly non-plussing, and might seem to indi- 
cate an essay in that sort of Model-Builders’ History which ex- 
pounds to us not so much what the classics or Walras, Marshall 
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or Wicksell, actually—and inevitably sometimes rather ambig- 
uously—wrote; but which rather elaborates with a degree of 
precision with which the originals were never concerned—and 
for which they quite probably would anyhow have had no use— 
what they logically ought to have said, or what they “ really meant,” 
or would have said had they been writing for Hconometrica, with 
only rather selective deviations into what they actually did say. 
But the prospective reader should not be dismayed, for Dr. 
Palander is concerned for the most part with a straightforward 
critical exposition of the new ideas and concepts which Myrdal 
introduced, and with the ways in which they may most fruit- 
fully be developed, and not with clamping down on Myrdal or 
Wicksell some hyper-precise Procrustean ‘‘ model.” 

The next item takes us back to Wicksell himself and a useful 
comprehensive article of his on the subject of Business Cycles. 
This expands the non-Swedish reader’s knowledge of Wicksell’s 
views on this subject considerably beyond the three-page note in 
Volume II of the Lectures. It is still clearer from this article that 
Wicksell made little or no application of his analysis of Interest 
and Prices to the explanation of the business cycle, which he 
approached much more from the “ real ” than from the monetary 
side (like Spiethoff). It is clear, too, how much Wicksell owed 
on this subject to German writers like Herkner, Spiethoff and 
others. Among the points Wicksell specially emphasises are, 
first, the role of changes in stocks of goods which he assumes to be 
built up during the slump and which make possible the eventual 
upswing; second, the disturbing role of economic growth, 
population increase and sporadic inventions; and, third, an 
optimistic view as to crises and cycles becoming less serious, 
contrasted in conclusion with the deepest long-run Malthusian 
pessimism about modern industrial development : 


‘“* We must leave in abeyance whether at present we have 
come to ‘the beginning of the end.’ But this eventuality 
cannot be so remote that it does not deserve consideration. 
And we should above all else consider whether such a 
development, essentially extensive in character, is not, after 
all, fundamentally an economic mistake, a Sisyphus-labour, 
which is likely to have as its result that an ever greater mass 
of human beings must engage in an ever harder struggle for 
existence ”’ (p. 70). 


We cannot here attempt even relative justice to the next 
item, the weightiest and most celebrated in the volume, that is, 
Spiethoff’s encyclopedic article on business cycles, which was the 
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culmination and summary of a quarter of a century’s work on 
the subject, his first and vitally original articles having appeared, 
of course, in 1902-3. Professor Spiethoff contributes a new 
preface to this English edition. 

The exchanges between Croce and Pareto “‘ On the Economic 
Principle ” may seem at first to be, in part, slightly disappointing, 
as is not easily avoidable in very brief treatments of weighty 
and fundamental themes. In fact, it may not be very readily 
perceived just what the massive gropings of the philosophical 
giant Croce—who initiated the debate—are actually getting at. 
But Pareto gives us a typically witty and pointed, and un- 
typically patient and polite, exposition of his methodological ideas 
on pure economics. However, not having much space, and 
having to begin right at the beginning, or even before the 
beginning, he could not get very far. 

The remaining two articles are on questions of Customs 
Unions (by Maurice Byé); and on the theoretically and 
practically interesting problem of underemployment in under- 
developed economies, by Ifigenia de Navarrete and Alfredo 
Navarrete Jr., which is the first and very welcome contribution 
from Mexico to International Economic Papers. 

T. W. Hurcutson 
London School of Economics. 


Income and Wealth. Series III. Edited by Mitton GitsBeErt for 
the International Association for Research in Income and 
Wealth. (Cambridge : Bowes and Bowes, 1953. Pp. xiv + 
261. 35s.) 


Tue third volume in this series provides us with the second 
instalment of the papers presented to the Royaumont conference 
of the Association in 1951. Most of the papers in this volume fall 
into two main groups, the first being concerned with inter-temp- 
oral and interspatial comparisons of national accounts, and the 
second with the problems of national accounting in underdeveloped 
countries. In addition, there is one paper on statistical sources 
and methods and one on the treatment of Government economic 
activity. 

The group of papers on comparisons over time and over space 
includes a paper by Shigeto Tsuru and Kagushi Ohkawa on the 
long-term growth of the National Income of Japan and a similar 
contribution in respect of France by a team led by Professor 
Perroux. While one is full of admiration for the painstaking and 
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scholarly approach shown by both sets of authors, little can or need 
be said on a general level about their efforts, as they will primarily 
be of interest to students of these two particular countries. A 
paper by Richard Stone and Kurt Hansen on “ Inter-country 
Comparisons of National Accounts and the Work of the National 
Accounts Research Unit of O.E.E.C.” is in reality much broader 
than the title suggests. It does, in fact, amount to a treatment of 
a wide variety of aspects of national income studies; there is, for 
instance, a large section entitled ‘‘ Desirable Features in a Stand- 
ard System of National Accounts.” Although it cannot per- 
haps be said that the territory is entirely new or unfamiliar, it is 
explored with the expertise which we have long learned to associ- 
ate with the name of Mr. Stone. The last contribution in this 
group is by T. Barna, and is entitled “‘ International Comparisons 
of National Accounts in Economic Analysis.” In many ways 
this is one of the most refreshing and stimulating papers in the 
volume, as the author does attempt to stand back and look at 
some of the modern techniques of national income analysis with 
a detached air. One may disagree with some of his points— 
the view that national accounts should only be constructed to 
show what the policy-maker wants them to show is surely subject 
to the criticism that the policy-maker (whoever this disembodied 
entity may be) can hardly know what he wants until he has seen 
some national income figures—but at least they are cogently 
argued. 

The papers on underdeveloped countries vary immensely in 
their scope and viewpoints. At one extreme we have Professor 
Frankel on the ‘‘ Concepts of Income and Welfare.” There are 
some extremely well-argued passages in this paper and, in particu- 
lar, it has the merit of exposing with great clarity some of the fal- 
lacies in what may for convenience be called the “slot-machine ” 
attitude to backward countries (i.e., if you put in a penny of 
capital you automatically pull out an ounce of product). On the 
other hand, one does feel that on occasions the author comes 
dangerously near to adopting the attitude that it is impossible to 
say anything about anything. This, to say the least, is a little 
unhelpful. Dr. Benham rebuts some of Professor Frankel’s 
arguments with characteristic robustness in his “ Income and 
Product in Under-developed Countries,”’ but he would seem to be 
chasing a will o’ the wisp in his advocacy (p. 175) of “ neutral” 
national income estimates. This is, after all, the same problem 
as that of any writer on history. You must make some selection 
among all the facts; this implies some principles of selection ; 
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therefore is it not better to try to enunciate your principles rather 
than pretend that in some strange sense you are disassociated 
from such mundane matters? Professor Rao examines the 
reason why the usual estimates of national income over-emphasise 
the differences in real income between advanced and backward 
countries. Many of his arguments are ingenious and perfectly 
valid, but some of his analysis is vitiated by the uncriti- 
cal acceptance of the notion that a Western-type occupational 
classification has meaning and relevance in a country like India, 
where specialisation is still unknown among large sections of the 
population. Mr. Creamer, on the ‘“‘ Uses of National Income 
Estimates in Under-developed Areas,” shows a very healthy 
awareness of the limitations of these exercises. One might, how- 
ever, take issue with him in his argument (pp. 211-13) that the 
essential characteristic of underdeveloped countries is the lack of 
capital; for this implies that pouring in capital on a large scale will 
immediately make them developed. Need one do more than 
whisper, “‘ Groundnuts ”’ ? 

Finally, the “ miscellaneous ” group includes a paper by Milton 
Gilbert on ‘ Statistical Sources and Methods” and a closely 
reasoned study by Ingvar Ohlsson on “ Treatment of Government 
Activity.” 

Does this collection of papers leave one with any outstanding 
impression on the current state of studies in this field? Clearly, 
national-income studies are much more securely based than they 
were only a few years ago. This is a direct consequence of the 
preparation of estimates by teams in Government Departments 
and Research Institutes and the standardisation of procedures 
secured by International Agencies. But are there not dangers as 
well as advantages in the virtual elimination of the lone operator 
manipulating his slide rule by the light of his midnight oil ? 
Investigators of this type play an important and perhaps indis- 
pensable role in preventing the premature acceptance of settled 
ways of thought and expression in fields where there is still scope 
for innovation. It would be a thousand pities if behind the plump- 
ness of maturity were to lie the canker of rigidity. 

A. R. PREST 
Christ’s College, 
Cambridge. 
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La Théorie Economique du Temps Présent. La Monnaie. Edited 
by E. James and A. Marcuan. (Paris: Domat Mont- 
chrestien, 1952. Pp. 498.) 


Tuts useful compilation, to which Professor Emile James of 
the Faculté de Droit at Paris contributes a Foreword, consists 
of a series of articles by a number of the younger French 
economists, each of whom has taken as his subject the work of a 
distinguished modern writer on monetary theory. The writers 
whose work is thus expounded are: A. Aftalion, J. W. Angell, R. G. 
Hawtrey, J. M. Keynes, A. W. Marget, L. von Mises, B. Nogaro, 
C. Rist, D. H. Robertson, J. Schumpeter. In addition, there are 
two more general articles, the first of which deals with monetary 
theory in Swedish economic thought, and the second with 
monetary theory in Soviet Russia. 

The articles vary somewhat in quality and also in method : 
in some cases they are wholly confined to exposition, while in 
others there is a certain amount of critical comment. In general, 
great pains have been taken to present a balanced and accurate 
summary of the views of each of these economists. 

The initial impression left by these studies is one of almost 
bewildering diversity of views and theories. Nevertheless, it 
can safely be asserted that each of the writers whose work is here 
reviewed has, if in certain cases only as a matter of emphasis, 
illumined some aspect of the field of monetary theory; and the 
eclectic student who is prepared to read these essays with patience 
and thoroughness should be repaid for his trouble by a wider and 
deeper appreciation of the real nature of some of the major mone- 
tary problems which have exercised the minds of thinkers in this 
field, and many of which are likely still to remain the subject of 
controversy in time to come. 

C. W. GUILLEBAUD 
St. John’s College, 
Cambridge. 


Banking in the British Commonwealth. Edited by R. S. Sayers. 
(London: Oxford University Press, 1952. Pp. xviii +- 486. 
35s.) 


THE members of the British Commonwealth are as variegated 
in their banking structures as in other characteristics, sharing only 
the formative influence of close financial links with London. That 
being so, the advantages of the Commonwealth as a unit for com- 
parative study, at least in the field of banking, are rather dubious. 
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Nor does this book attempt such a study. The contributors for 
the most part confine themselves to factual exposition of banking 
in particular countries, with relatively little discussion of principle 
even in the context of the particular banking system under review, 
while the editor’s brief introduction provides only a few general 
hints for the reader’s guidance. Consequently anyone searching 
for general principles is fairly certain to be disappointed. On the 
other hand, the book is a useful compendium of information on 
particular banking systems: the contributors have assembled a 
vast amount of material—in some cases the fruit of primary 
research—and organised it skilfully; and they have taken care 
to describe the other credit institutions which together with the 
central and commercial banks constitute the financial organisation 
of a country. 

This judgment, however, must be qualified by certain reserva- 
tions. In some cases the historical detail obscures the contem- 
porary picture, and in some the authors accept the official rationale 
of economic and monetary policy too uncritically. As a reference 
work, the book would have benefited by editorial provision for 
a classified bibliography for each country, including notes on 
available statistics, in place of the apparent anarchy of the present 
bibliographical notes. Finally (and to no-one’s discredit), the 
fact that the book was completed by mid-1951 gives almost all 
the references to monetary policy a rather out-dated air. 

Over half of the book is contributed by Mr. J. 8. G. Wilson, 
whose chapters are distinguished by a thorough grasp of all the 
detail of the business of banking. His exposition of the structure 
of commercial and indigenous banking in India is an excellent 
survey of a complex subject, based on original research made 
possible by the generosity of the Houblon—Norman Fund; the 
reader might, however, have been assisted by a fuller explanation 
of money-market terms and some cross-referencing (for example, 
the Multani banker who appears on p. 169 is not characterised 
until p. 178). His chapters on Australia tend to excessive histori- 
cal detail, with the exception that his discussion of the post-war 
central banking experience is over-compressed. His chapter 
on Pakistan, though interesting, is largely a digression on post- 
partition relations with India, and contains some perplexing 
statements about the effects of Pakistan’s decision not to devalue 
her rupee in 1949. In all his chapters Mr. Wilson displays a 
curious reluctance to discuss the charts which accompany his text. 
(Graphs D and E, pp. 86 and 98, and the table on p. 302, for 
example, seem to stand in splendid isolation from the surrounding 
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text; the final column of the table, incidentally, suggests an 
interesting correlation with the chart on p. 269.) 

Mr. Dorrance presents a very cl- * picture of the Canadian 
banking system, which should perhaps have been supplemented 
by some reference to the Latin American business of the chartered 
banks, and by a note on banking in Newfoundland. (Newfound- 
land is mentioned only in the Sterling Area chapter; until it 
joined Canada in 1949 it was the only other Commonwealth mem- 
ber of the dollar area, and its monetary problems have been 
extremely interesting though little discussed.) Mr. Dorrance also 
describes the Bank of Canada with the authority of personal 
experience; but his useful brief account of Canadian monetary 
policy since the war is somewhat marred by uncritical acceptance 
of official doctrine—for example, the banking-school defense of 
monetary expansion cited on p. 148. The reader should also be 
warned that there are a number of errors of detail in Mr. Dorrance’s 
two chapters. Mr. Day’s description of South African banking is 
on the whole an admirable piece of work, especially as it was pre- 
pared at short notice; but his account of the National Finance 
Corporation is apt to be misleading, since the fact that the main 
function of this new institution so far has been to channel funds 
to the Government permits a less charitable interpretation than he 
gives it. 

Professor Duncan’s description of the banking situation in 
Ireland is too polemical and disjointed for the reviewer’s taste ; 
but it does contain a great deal of information, and his concern 
with politics suggests a deficiency in some of the other contribu- 
tions. Professor Simkin’s concise description of the development 
of banking in New Zealand is the only contribution to raise the 
crucial question of the nature and consistency of the policy object- 
ives a central bank in a dependent economy should seek to follow. 
Mr. Gunasekera’s contribution on banking in Ceylon is (inten- 
tionally) rather depressing; he stresses the obstacles to banking 
development inherent in the system of land tenure, and criticises 
the Monetary Law Act for its concern with control methods instead 
of with promotion of the pre-requisite economic development. 

The book is completed by a chapter on banking in the colonial 
empire by Mr. Newlyn, and a short sketch of the development of 
the sterling area by Mr. Bareau. Mr. Newlyn’s study is based on 
original research (another good investment by the Houblon- 
Norman Fund) and includes an interesting theoretical section. 
His illustration of the modifications in exchange-standard adjust- 
ment theory required to fit the institutional facts is important and 
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suggests a more general problem in the theory of economic union; 
but his remarks on the question of colonia] fiduciary issues should 
have recognised the exploitation of local circulation requirements 
through forced lending to London inherent in the currency board 
system. Mr. Bareau’s contribution is concerned with problems of 
policy co-ordination rather than banking. 

Any attempt to survey the lessons of the experience sum- 
marised in this book necessarily falls outside the scope of a short 
review. The well-known problems of central banking in undevel- 
oped money markets and in face of loose commercial bank reserve 
practices find ample illustration, as do the centralising force of 
economic crisis and war and the suitability of branch-banking 
systems as agencies of administrative control. Two points of a 
different nature also suggest themselves. In reading this book, one 
cannot help being impressed by the contrast between the wealth 
of useful banking statistics available in most of the countries 
reviewed and the incomplete and imprecise series doled out in the 
central country of the system. On the other hand, there seems 
often to be a paucity of informed discussion of monetary matters 
in the Dominions, with the result that the outside observer, forced 
to rely on official statements, finds it difficult to separate political 
from economic limitations on central banking control. There 
seems to be an inverse correlation between the supply of informa- 
tion to the public and the effective demand for it in banking 
systems of the British type. 

































Harry G. JOHNSON 
King’s College, 
Cambridge. 


A Hundred Years of the Halifax. The history of the Halifax 
Building Society, 1853-1953. By O. R. Hopson. (London : 
Batsford, 1953. Pp. v + 190.) 


Tus book, by the doyen of British financial journalists, con- 
taining a foreword by Lord Halifax, is not only a commemoration 
of a centenary, beautifully written, printed and produced, but an 
essential work of reference for all students of the history of building 
societies. The Halifax was founded towards the end of 1852 on a 
very small scale, as the offshoot of a small but old-established 
friendly society—the Loyal Georgean—in a minor but progressive | 
provincial town, of which at that time Mr. Hobson gives us a 
delightful description. Like other building societies, it still 
carries with it memories of its friendly society ancestry in an air of 
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conscious rectitude which would hardly be appropriate to a mere 
mortgage bank. 

That this obscure little society, founded in a small provincial 
town, should in a hundred years have grown to be the nation-wide 
colossus that we know to-day can be attributed to many causes, 
but above all to the two men who served and directed it through- 
out the whole of the first eighty-five years of its life—J. D. Taylor, 
Secretary from 1853 to 1902, who established the tradition of 
efficient and economical administration which the Halifax has 
always maintained; and Enoch Hill, who, as Secretary, General 
Manager and President, controlled its destinies from 1903 to 1938. 
In addition to these, Mr. Hobson pays full tribute to a multitude 
of others who, in their various capacities, played their part in 
building up both the Halifax Permanent and the Halifax Equit- 
able, with which it joined in 1927. 

Possibly of greatest interest to students of economics, though 
perhaps not to those intimately connected with the Society, are 
the passages in the book, which one could wish were longer, 
linking the growth of building societies, and of the Halifax in 
particular, with contemporary economic developments, and above 
all with the introduction of rent restriction during the First World 
War and the consequent growth of owner-occupancy. It has been 
this growth which, more than anything else, has brought the 
building societies out of their virtuous obscurity and converted 
them into the enormous national institutions that we know to-day. 

F. W. Patsu 
London School of Economics. 


Effects of Taxation. Investments by Individuals. By J. K. 
Butters, L. E. THompson and L. L. Bottrncer. (Boston : 
Harvard Graduate School of Business Administration 
(London: Bailey Bros. & Swinfen), 1953. Pp. xxxiv + 533. 
$6.25.) 

Tuts book is the seventh and last of the studies on the effects 
of taxation on business enterprise which have been conducted 
in recent years by the Division of Research at the Harvard 
Business School. It can be said straight away that it provides 
a fitting end to a series notable for its attempts to provide 
empirical evidence in fields previously barren of all but the 
flimsiest types of speculation. This volume is certainly the 
largest and most ambitious of the series and possibly the most 
important. 
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The area of inquiry is somewhat different from the preceding 
studies, as they were concerned with various direct effects of 
taxation on business operations, whereas this time the emphasis 
is on the repercussions of taxation on the ability and willingness 
of private individuals to supply equity capital. The data, 
relating mainly to 1949, basically come from three sources— 
the well-known annual surveys made by the Survey Research 
Center of the University of Michigan on behalf of the Federal 
Reserve Board, special inquiries made by the Center on behalf 
of the authors and finally a sample survey of 750 individual 
investors. Very full details of the procedure and methods 
adopted for the last of these sources are given in an Appendix. 
It is sufficient to say here that it seems to pass most of the 
usual statistical tests satisfactorily, although, of course, the 
dangers of rationalised answers are unusually great in a field of 
this sort. 

The major conclusions are manifold, and only some of the 
more important can be mentioned here. The first relates to the 
relative importance of different income and wealth groups, and 
here the authors found that the top 10% of all spending units 
(with incomes of about $6,000 and over) were, in the period 1947- 
50, responsible for some four-fifths of investable funds provided 
by private individuals and that some 60% of the marketable 
stock in the hands of individuals belongs to people with a net- 
worth greater than $250,000. Turning to the effects of taxes on 
the investment capacity of the upper income classes, it is con- 
cluded, perhaps surprisingly, that despite the very large increases 
in tax rates over the last thirty years or so, the potentialities of 
these groups as providers of equity capital are still very large. 
Perhaps the most important conclusions of all are to be found 
in the analysis of the effects of high taxes on the willingness of 
these groups to supply equity capital. Here it was found that 
although security-minded investors have been driven into more 
conservative channels, the appreciation-minded section has been 
encouraged to more venturesome outlets than before, largely 
because of the greater gap which now exists between the top 
rates of tax on income and the rate on long-term capital gains. 
Although, on balance, the first group was a little more important 
than the second, causing perhaps a net diversion of 5°% of personal 
savings out of equity investments : 

“The evidence indicates that the accumulation of 


investable funds by the upper income classes has been 
consistently large during post-war years, despite the existing 
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tax structure, and that individuals with large incomes and 
substantial wealth continue as a group to hold and invest 
a large proportion of their funds in equity-type investments ”’ 


(p. 51). 


Needless to say, these general points are qualified by various 
provisos, such as the one that further increases in tax levels, 
and particularly increases in capital-gains taxes, might seriously 
modify the conclusions. Nevertheless, they are an approximate 
summary of some of the major findings. There are many other 
conclusions of interest and importance on diverse issues such 
as the effects of capital-gains-tax legislation in altering the timing 
of security realisation, the effects of gift and estate-tax legislation 
on the flow of funds in the capital market, etc. 

Enough has been said to indicate that this book helps to fill 
many previous gaps in our knowledge of the contemporary 
American capital market. There are inevitably blemishes such 
as an excessive tendency to verbosity and repetition of arguments, 
but these can be forgiven in view of the importance of the subject 
matter. And it raises one question of supreme importance to 
fiscal policy in this country: how much, if at all, would the usual 
assertions that high tax rates have catastrophically reduced 
willingness to invest in equities have to be modified in the light 
of an empirical inquiry of this kind in the United Kingdom? 
Unfortunately, there seems to be little likelihood of knowing 
the answer in the foreseeable future. 

A. R. PREst 
Christ's College, 
Cambridge. 


Studies in Costing. Edited on behalf of the Association of Univer- 
sity Teachers of Accounting by Davip SoLtomons. (London: 
Sweet and Maxwell, Ltd., 1952. Pp. ix + 643. 35s.) 


PROFESSOR WHITTAKER, who is one of the contributors to this 
volume, begins the article of his which is reprinted here with the 
following sentences : 


“ Probably the statement can be made, without offence to 
either economists or cost accountants, that few economic 
theorists have much knowledge of cost accounting, while 
many cost accountants know very little of economic theory. 
As a result, literature on costs from the economic side only too 
frequently reflects an ignorance on the part of its authors of 
the practical difficulties of costing, or else their neglect to take 
the practical side into account at all. On the other hand, the 
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writing done by many cost accountants is mechanical and, 
although by no means useless, has less value than ought to be 
the case.” 


Few would deny the justice of these remarks. Now that this 
volume has been published, however, economists and accountants 
have been presented with an excellent opportunity of remedying 
the deficiencies to which Professor Whittaker draws attention. 
Studies in Costing is intended primarily for students of accounting 
and business administration, but the editor has certainly succeeded 
in his attempt to produce a book which will be of interest to a 
much wider audience. 

Mr. Solomons has brought together, in this companion volume 
to Professor Baxter’s Studies in Accounting, twenty-six articles by 
a variety of authors. Academic and practising accountants, 
economists, engineers and administrators are all represented here. 
The book is divided into five sections: “ Historical,” ‘‘ Concepts 
of Cost and Costing,”’ “ Costing as an Instrument of Planning and 
Pricing,” “‘ Costing as an Instrument of Control” and ‘“ Costing 
in the Service of Government.” The third and fourth sections are 
by far the longest, each accounting for one-third of the book. 

The historical section with which the book opens contains only 
two articles, a description by Mrs. de Roover of the books of 
account of Christopher Plantin, the Antwerp printer and publisher 
of the sixteenth century, and a long essay by the editor on the 
historical development of costing. This latter study is the only 
one in the book which has not previously appeared in print. Mr. 
Solomons took on himself the considerable research involved in 
preparing it partly to fill a gap in the history of accounting and 
partly to bind together the other contributions in the book. He 
has succeeded admirably in both endeavours, and has given us a 
lucidly written and most interesting survey in which the origins 
of present-day methods of cost accounting are clearly traced. 
Economists will be especially interested in the short section on 
fixed and variable costs. 

Mr. Solomons is not concerned in his essay with criticising 
current practices or with indicating the directions in which he 
thinks cost accounting might develop in the future. These are 
subjects which receive ample attention from other contributors, 
particularly in the sections on “‘ Concepts of Cost and Costing ” 
and “‘ Costing as an Instrument of Planning and Pricing.” These 
are the sections also which contain those articles in which econo- 
mists are likely to be particularly interested. Economists, indeed, 
will find many of these articles very sympathetic reading, since 
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they will recognise in them attempts to impress on accountants 
some of the elementary principles of economic theory. Professor 


‘ 


Edwards, for example, in his “ Rationale of Cost Accounting,” an 
article which created much controversy among accountants in the 
late 1930s, concentrates his attention on the importance of using 
variable costs as a guide to price and output policy. In his view, 
“the cost accountant’s main job is to inform the management 
regarding the minimum [price] at which additional work can be 
taken.” This approach naturally leads him to attack with vigour 
the practice of arbitrarily allocating overheads between different 
products and departments, an attack in which he is joined by 
several other contributors to this volume, including Mr. Solomons 
himself (in an article on the use of space and equipment), Professor 
Baxter and Professor Coase. These writers, among others, are 
very much aware of the dangers involved in fixing prices on the 
basis of direct costs plus an arbitrarily allocated share of over- 
heads, and of the importance of taking market factors into account 
when determining price policy. Economists will find little to 
complain of in these contributions, although they might suspect 
that many practising cost accountants in this country have yet to 
be convinced on these matters. It is clear, however, from the 
three contributions to this volume by the National Association of 
Cost Accountants, that, if practising cost accountants in America 
are still to be convinced, it is not for lack of good advice from their 
professional body. An extract from one of the N.A.C.A. studies 
may perhaps be quoted in illustration of this. After discussing 
the need to consider the overall effect of a change which directly 
affects one segment of a business only, the N.A.C.A. concludes : 


“this is not a question which can be answered by objective 
accounting techniques of cost allocation. Instead, the con- 
tributions which individual segments make to joint costs are 
determined by what can be obtained in the market and by 
managerial decision as to the proportions in which it wishes 
these costs to be recovered. In reality, allocation of joint 
costs on the commonly used sales dollar basis amounts to a 
decision to seek recovery of the costs as a uniform amount per 
dollar of sales. While this is not necessarily wrong, it seems 
that the decision should be made only after full consideration 
of all factors in the situation. Among these may be market 
conditions, competition, sales promotional values, dis- 
advantage of taking business which cannot be discontinued 
later on, etc. Study of such non-cost factors may lead to 
assessment of joint costs with results quite different from 
those resulting from use of the bases commonly employed 
by accountants.” 
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Mr. Solomons does not allow the marginal approach to go 
unchallenged, however. By including Professor R. A. Gordon’s 
penetrating ‘‘ Short Period Price Determination in Theory and 
Practice,’ he has made certain that economists will be reminded of 
the many simplifications involved in most writings on price theory. 
One doubts, however, whether accountants reading this volume 
will be able to make much of this particular contribution. 

There are, of course, other aspects of cost accounting than those 
mentioned so far. Much space is devoted in this volume to the 
contribution that cost accounting can make to greater efficiency in 
industry in such applications as cost control, budgetary planning 
and profit determination. Several writers make the point that, 
quite apart from the benefits that may be derived from a modern 
cost accounting system when it is in operation, its very introduc- 
tion will necessitate so close a scrutiny of the business that marked 
effects on efficiency may result. These matters are discussed 
throughout the volume, and are illustrated in some detail in the 
fourth section, where Mr. Solomons has included a number of 
studies which show cost accounting in action, so to speak. The 
contributions of Sir Charles Renold, Mr. N. G. Lancaster and Mr. 
C. J. Peters are all of this type. 

The final section of the book, ‘‘ Costing in the Service of Gov- 
ernment,” contains only four articles. Those on the costing of 
Government contracts and costing in local government, by Mr. 
S. J. Pears and Mr. A. H. Marshall respectively, are sober and 
straightforward. Professor W. H. Hamilton’s delightful ‘‘ Cost as 
a Standard for Price,” which was prompted by the cost-price 
provisions of the Robinson—Patman Act, is of a very different 
type. Different again is the final study in the book, a useful 
contribution to transport economics by Dr. A. M. Groot, the Dutch 
writer on management subjects. 

It has not been possible in this brief review to touch on more 
than a few of the topics discussed in this volume. No mention 
has been made, for example, of Professor Joel Dean’s valuable 
consideration of the methods and potentialities of break-even 
analysis, or of Professor E. L. Grant’s stimulating paper on the 
problem of depreciation. Enough has been said, however, to 
indicate that Studies in Costing contains many good things. Not 
least among them are the contributions of University teachers of 
accounting and related subjects. There is no doubt that these 
teachers have played a considerable part, both in this country and 
America, in stimulating fresh thinking among their professional 
colleagues. At least one reader is left with the impression that 
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many practising accountants in this country might to-day be 
broader in their outlook if the academic study of accounting were 
more widely spread. 


AUBREY SILBERSTON 
St. Catharine’s College, 


Cambridge. 


International Shipping Cartels. By Dante, Marx. (Princeton : 
Princeton University Press, 1953. Pp. xiv + 323. $6.) 

Tuts work is an extremely useful study of the Shipping Confer- 
ences, their rate practices and of the attempts made to regulate 
them. The chief sources of the author’s information are, for 
Great Britain, the reports of the Royal Commission on Shipping 
Rings and of the Imperial Shipping Committee; for America, the 
reports of the Alexander Committee, 1914, and of the many 
decisions on cases brought before the governmental regulating 
bodies set up under the Shipping Act which followed it. The 
British material is known in this country, but the American is 
neither so well known nor so easily accessible. The Shipping Act 
prohibited deferred rebates, discriminating charges, retaliations 
against shippers and “fighting ships,” and Professor Marx’s 
detailed and critical review of the rulings of the Maritime Commis- 
sion and its predecessors is greatly to be welcomed. 

Any who expect an easy answer to the problem of the national 
regulation of an international trade will find the work a little 
chastening, for like the Royal Commission and the Alexander 
Committee, Professor Marx is led to the conclusion that the 
peculiar characteristics of the trade make self-regulation through 
conferences necessary to prevent cut-throat competition and to 
secure stability. Such competition arises from the nature of the 
industry’s fixed and variable costs and from the indeterminateness 
of the demand for its services which is the consequence of the com- 
petition between alternative commodities, alternative sources and 
alternative methods of carriage. Though ships may be special- 
ised, there is enough competition between them for the world’s 
tonnage to be regarded as a pool, the margins of which flow over 
into whichever trade is most profitable at the time; the ocean is 
a free highway open to all persons, and it is relatively easy to 
transfer vessels from one part of the world to another. And in 
the inter-war years the surplus of tonnage was enlarged by the 
political and strategic importance nations attached to shipping 
and by the support they gave to their fleets. 

Regulation by conferences thus seemed the appropriate 
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remedy, but effective control by conference meant the use of 
deferred rebates and other weapons open to monopolistic abuse. 
The Maritime Commission and its predecessors had some success 
in remedying unreasonable discrimination, in securing the filing 
of rate agreements and in insisting that membership of conferences 
must be open to all comers on equal terms. Yet state-owned 
shipping lines found it necessary to participate in conferences, and 
the Maritime Commission was led to sanction conditionally both 
pooling and exclusive patronage agreements. But unilateral 
regulation could not affect the general level of rates; to secure 
that end, competition was needed. A study of the membership 
and practices of liner conferences and of the effect of the competi- 
tion of non-conference lines and of tramp and charter tonnage— 
the world market for which is an efficient method of allocating 
tonnage throughout the world—leads Professor Marx to his second 
conclusion, that competition is required to prevent rates from 
being maintained at too high a level. The Royal Commission’s 
proposal to meet the danger by creating a situation of bilateral 
monopoly through the formation of shippers’ associations is 
rejected on the ground that, though there has been some success 
in Australia, the diversity and multiplicity of interests prevent 
the formation of effective buyer’s organisations. The limitations 
of regulation by an international body were shown in a modest 
way by the work of the Imperial Shipping Committee. In the 
main, its sphere would be the supervision of undue preferences and 
discriminations ; the control of the level of rates and profits, of the 
entry of new lines or the discontinuance of a service would be 
beyond it. It is for its function in supporting the work of national 
regulation that Professor Marx makes the establishment of such 
an organisation his third recommendation. 

It is no criticism of Professor Marx’s admirable study of the 
control of monopolistic practices in this industry to say that our 
knowledge requires to be supplemented by some detailed studies 
of rates in regulated and unregulated trades and their effect on the 
distribution of tonnage, and of the effect of the combination of 
conference-maintained rates with the open membership insisted 
upon by the Maritime Commission. For on certain assumptions 
about general conditions and the elasticity of demand, that policy 
might accentuate the problem of excess capacity. Rate studies 
in this field present considerable difficulties, and we should be 
fortunate if Professor Marx felt able to undertake them. 

P. Forp 
Southampton University. 
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The Control of Raw Materials. By J. Hurstrietp. History of 
the Second World War, United Kingdom Civil Series, edited 
by W. K. Hancock. (London: H.M.S8.0. and Longmans, 
1953. Pp. v + 530. 35s.) 


‘ > 


Tue writer of an “ official history ” of recent events has to 
contend with many difficulties, difficulties frequently opposite to 
those encountered by his fellow-historians. He has mountains of 
material in which every kind of oddity distracts him from his main 
pursuits. He has at once to spare the feelings of living people 
and yet to point any lessons which might be useful in the near 
future. He has to draw upon the memories—as treacherous as all 
human memories are—of those who took part in the events, well 
knowing that some of these people are strongly opposed to the 
compilation of “ war histories.’ Mr. Hurstfield is to be com- 
mended on the success with which he has lived through difficulties 
such as these; his book is a notable contribution to the civil 
history of the war. 

Though frequently referring to the diversity of action that had 
to be taken in relation to the scores of materials for which the Raw 
Materials Department was responsible, Mr. Hurstfield has wisely 
not attempted a seriatim survey of the materials. Instead he has 
attended almost exclusively to the problems common to many or 
allof them. Shipping programmes and relations with the Ameri- 
cans thus bulk largely in the book, more largely than they often 
did in the work of the Department, while other administrative 
problems—those, for example, arising from Government trading— 
receive proportionately less attention. For the ordinary reader 
and for subsequent historians of the War this plan is undoubtedly 
right, though it severely limits the value of the volume to depart- 
mental readers seeking practical guidance. 

Mr. Hurstfield has caught the atmosphere of the Department— 
its internal politics, its relations with the Service Departments and 
War Transport, above all its struggles towards co-operation with 
the Americans—extraordinarily well. The sympathy and under- 
standing which he demonstrates in handling these topics give 
weight to his discussion of the problems of departmental 
organisation. 

Broadly speaking, Mr. Hurstfield confirms the common view 
that the Raw Materials Department did not fit tightly into the 
central organisation of war production, in part because the 
Department itself lacked internal cohesion. He explains this 


partly by the decision—a right decision— to use as “‘ Controllers ”’ 
No. 253.—voL. LXIv. M 
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men drawn from the trades themselves; the effect of this was 
aggravated by the failure to post senior Civil Servants to the 
Controls, a failure due to lack of time and of men. The dispersion 
of power inside the Department was, of course, one source of 
unsatisfactory relations with other parts of the war machine, but 
there was also the fact that the Ministry of which it formed a part, 
while already suffering the disadvantage of novelty, was not made 
a common supply department for all three Services, but only for 
the Army. On all this Mr. Hurstfield writes with understanding 
and fairness. I myself would have given a little more emphasis 
to three other points: the chronic understaffing of the Depart- 
ment in the critical first two years, its geographical dispersion and 
the softness of conscientious Controllers towards their former (and 
subsequent) competitors. These three factors conspired to re- 
inforce each other, and to hinder the ruthless concentration of 
effort that became appropriate in the course of 1940. Probably 
most trouble was due to geographical dispersion—an arrangement 
largely due to the fears of massive air attack at the beginning. 
Midway through the war an attempt was made to right the posi- 
tion by the establishment of the Ministry of Production, but (as | 
think Mr. Hurstfield agrees) this was not altogether successful. 
Habits were by then too deeply set, and the continuing geographi- 
cal dispersion promoted duplication rather than co-ordination of 
control. 

In war administration, a3 elsewhere, neither the problems nor 
their solutions can be entirely abstracted from personalities, and 
Mr. Hurstfield was precluded from entering into these. That he 
has nevertheless produced a history which is extraordinarily 


life-like is a matter for warm congratulation. 
R. 8. SAYERS 
London School of Economics. 


A Scientific Survey of Merseyside. Edited by WiLFrep SmirTu. 
(Liverpool : Liverpool University Press, 1953. Pp. xv + 299. 
21s.) 


THis volume was prepared for the meeting of the British 
Association which was held in Liverpool last September. It 
contains thirty contributions, each dealing with an aspect of 
Merseyside; of the thirty contributions, five are the work of 
the editor, who is also part author of two others. The volume, 
which is generously furnished with plates, maps and diagrams, 
is beautifully produced and a credit to all concerned with its 
preparation. 
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The planning of such a work poses a problem; the contri- 
butors can address the specialists in their own subject who are 
attending the meeting, or they can write for a wider public. It 
is upon those charged with the responsibility for such subjects 
as geology, botany and zoology that the problem presses most 
obviously ; if they write for their visiting colleagues, the ordinary 
reader will be out of his depth. In general, the authors have 
chosen the first course, and this is probably wise; more popular 
treatments would demand greater space than could be allowed, 
and in any case are hardly appropriate for a meeting of a scientific 
association. 

The rise of Liverpool and of the adjoining boroughs which 
form Merseyside is an extraordinary story full of interest 
for students of economic history, sociology and population 
movements. In 1207 King John created the borough of 
Liverpool, an action which was connected with the attempts to 
subdue Ireland. The borough was of little importance for 
five centuries; at the Restoration its population may not have 
exceeded a thousand. Before the end of the seventeenth century 
it entered upon a period of immensely rapid growth drawing in, 
as is well known, immigrants from Wales, Scotland and Ireland. 
Thus arose a great city having little affinity to Lancashire; at 
one time it bore some resemblance to certain American cities 
where mass immigration composed of various nationalities made 
possible the rise of political machines controlled by bosses. The 
rawness of the conditions of life were, however, a challenge, and 
Liverpool has every reason to remember with pride Dr. Currie, 
a pioneer in public health reform, William Roscoe, whose pictures 
are the greatest possession of the Walker Art Gallery, and a long 
list of philanthropists. 

To readers of this JouRNAL, the section on the growth of 
Liverpool’s trade written by Professor Hyde will be of special 
interest. The story is of the development of a tiny port, cut off 
from its hinterland, into a great centre having connections with 
all countries of the world. In Professor Hyde’s opinion the 
importance of the slave trade in the growth of the city’s trade 
has probably been exaggerated; Liverpool ships were carrying 
slaves as early as 1700, but it was not until the second half of 
the eighteenth century that this trade was extensive. Trade in 
salt was important early, and so too was trade in coal. The 
success story continues for two centuries, chequered by set-backs 
consequent upon widening sensibility to economic fluctuations in 
the world at large. The First World War brought difficulties 
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with which the port is still engaged; to-day Liverpool is second 
to London, handling, however, nearly 30% of the United 
Kingdom’s trade with all countries. In recent years there have 
been added to the long-established port industries, situated along 
the water-front, new industries which are mostly located inland; 
upon the success of these new ventures in a new area the future 
prosperity of the city will largely depend. 

The volume contains an account of the rise of the University 
of Liverpool by the Vice-Chancellor; the city owes much to the 
University, and its debt is now increased, since all but two of 
the contributors to this excellent volume are members of the 


University’s staff. 
A. M. Carr-SAUNDERS 
London School of Economics. 


A Short History of the International Economy 1850-1950. By 
Witut1am AsHwortH. (London: Longmans, 1952. Pp. 
256. 18s.) 

Tue history of the international economy is taken by Mr. 
Ashworth to involve in the first place the study of economic 
developments common to different parts of the world and in the 
second place the study of international economic relationships. 
The former takes up the greater part of his space, so that his book 
is really an outline economic history of the world during the last 
hundred years, written from a particular angle. This angle in 
itself involves something of a thesis: that similarities have out- 
weighed divergences in the economic experience of different 
countries. This thesis is present, but it is not obtrusive. It is 
perhaps reflected in the comparatively slight treatment accorded 
to the U.S.S.R. Consecutive treatment of the course of events 
in different countries is not, however, part of the author’s inten- 
tion, and the arrangement is by topics : the growth of production, 
business organisation, labour, economic activities of government 
and international economic relations. Much of what the author 
has to say on these subjects is excellent and should serve as an 
admirable introduction for students. The sections on agriculture 
and on government may be particularly recommended. A useful 
feature is the attention given to areas such as Indonesia and 
Latin America, which often receive very scanty discussion in 
outline surveys. The least successful chapters in the book are 
those that deal with international economic relations since 1914. 
Here too much space is given to institutional and political prob- 
lems and not enough to underlying economic trends. 
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In his preface Mr. Ashworth allows himself some controver- 
sial remarks on the role of theory in the writing of economic 
history. His particular aversion is “ the attempt to confine the 
complexities of a hundred years of history within the strait- 
jacket of a fairly simple economic theory.” Schumpeter’s name 
is not mentioned, but from the context his line of thought would 
seem to be the leading example of the attitude objected to. Mr. 
Ashworth’s suspicions of theory extend beyond hostility to his- 
toricism; they involve also more general doubts about the value 
of any “‘ systematic body of theory.” In his text, however, he 
shows that he is well aware of the usefulness of theoretical con- 
cepts and does not push his empiricism to extremes. At the same , 
time his attitude does have certain dangers which are not perhaps 
entirely avoided. In the absence of any consistent body of doc- 
trine, it is liable to appear that no historical event is especially 
surprising; some explanation can always be found easily enough 
for anything. It is possible that the student who is introduced 
to the subject by Mr. Ashworth’s book may for this reason be 
misled into supposing that the range of difficult and unanswered 
questions in the field is narrower than it in fact is. 

R. C. O. MatTHews 
St. John’s College, 
Cambridge. 


Round about Industrial Britain 1830-1860. By C. R. Fay. 
(University of Toronto Press (London: Geoffrey Cumber- 
lege), 1952. Pp. ix + 227. 45s.) 

Ir is an interesting idea to attempt to portray the industrial 
life of Britain in the mid-nineteenth century by means of a series 
of sketches of the activities of a representative selection of towns 
and regions. A work of this kind could be a useful corrective 
to the established story presented by the more elementary 
accounts of industrial history which, for the hundred years 
preceding 1860, do not stress much, apart from the textiles of 
northern England and a few changes in the technique and location 
of the iron industry. Here we have not only the familiar 
Manchester and Bradford but the much less familiar Merthyr 
and Birkenhead and Dundee; and the name of Dr. Fay arouses 
expectations of an individual and entertaining survey. 

But this time Dr. Fay has found a new eccentricity to indulge— 
one that greatly restricts his individuality. Instead of writing 
his own book he has leased out his subjects to a team of sub- 
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stantial ghost-writers and then pulled their various contributions 
into (or sometimes, one suspects, out of) shape to suit himself, 
The result is a somewhat odd miscellany. It would appear 
from the preface that an emphasis on technique was meant to 
run right through the book as a unifying theme, but this in fact 
has not happened. Some chapters and sections—that on 
Bradford, for example—are given over mainly to changes in 
industrial techniques and their more immediate effects. Others 
take up a variety of quite different local topics, some very 
hackneyed, some reasonably fresh, without having space to carry 
any of them very far. Three-quarters of the account of Merthyr 
Tydfil is given up not to technique, but to chartism, the truck 
system and the lack of sanitation. Birmingham is allotted only 
half a dozen pages, which are devoted mostly to its politics and 
local government. The section on Manchester is concerned only 
with the Cotton Famine. The account of Dundee and St. 
Andrews gives twice as much space to golf at the latter as to 
jute manufacture at the former. An early chapter on “ The 
Stream of Industrial Invention” might perhaps have provided 
a useful general background to a description of the regional 
variations of industry. But it fails to serve this purpose because 
it is little more than a catalogue of capriciously selected inventions, 
which explains neither how they worked nor what reason there 
was for making them, and which uses technical terms that are 
meaningless to the ordinary reader. What knowledge can anyone 
unfamiliar with paper-making obtain from the bald, unexplained 
sentence: “In 1821 Marshall added the dandy roll to the 
Fourdrinier’? Who was Marshall? What is a dandy roll? 
Why did the Fourdrinier need one? We are not told. 

The lack of unity which shows itself in the choice of subject 
matter extends also to the way in which it is presented. Some 
chapters have the form of a narrative or analysis on orthodox 
lines. Others consist almost entirely of passages torn from 
contemporary works and thrust at the reader without comment 
or with the addition of some barely relevant remark. As a 
history of the technical and industrial achievement of a particular 
country in a particular period the book is neither complete nor 
representative. Dr. Fay’s lively and well-stored mind ensures 
that some of the individual items are unfamiliar, instructive and 
entertaining. 

W. AsHWoRTH 
London School of Economics. 
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The Influence of England on the French Agronomes, 1750-1789 
By Anpr&é J. Bourpr. Cambridge Studies in Economic 
History. (Cambridge University Press, 1953. Pp. xi + 250. 
31s. 6d.) 

TuHIs is a most scholarly account of a movement about which 
very little has hitherto been known in this country, for the 
majority of English writers on French agrarian history have 
confined themselves to quoting certain disparaging comments by 
Arthur Young and other contemporary visitors. Yet the cultiva- 
tional practices followed by Tull and “ Milord Townshend,” as 
well as the livestock innovations associated with the names of 
lesser Improvers, were in fact being widely advertised in France 
a full generation before the Revolution. Dr. Bourde accords 
much of the credit for this literary advocacy to Duhamel’s five- 
volume T'raité de la Culture des Terres, suivant les Principes de 
M. Tull, Anglais (1750-56) and, later on, to the writings of 
de Freville, e.g., his Receuil d’ouvrages sur ’ Economie Politique 
et Rurale, traduit de L’ Anglais, of 1780, which included Young’s 
“ Political Arithmetic.” Many other “ book farmers” followed 
in their steps with similar propagandist works, their arguments 
and appeals ranging from the gustatory to the political, the 
former represented by a warm commendation of “‘ le gout exquis ” 
of the English ‘‘ turnep ” as compared with that of the provincial 
French ‘‘ rabioule,” the latter by an exhortation to the effect that 
“ce que le roi d’ Angleterre propose a ses sujets, nous la proposons a 
nos concitoyens.”’ It is noteworthy that, in this field alone, 
Dr. Bourde’s bibliography extends to no less than nineteen 
closely printed pages. But numerous other methods of approach 
are cited. English farm managers were imported by the larger 
landowners; there was at one time a model English farm at the 
Trianon; smugglers introduced “une assez grande quantité de 
bétes a laine”’; representative agronomes crossed the Channel 
in considerable numbers, the majority of whom visited Norfolk ; 
comparative statistics and diagrammatic representations of 
typical French and English farms were officially published; it 
was even claimed that Arthur Young intended to acquire a 
French holding, as Stuart and other exiles had already done in 
Normandy and elsewhere. Despite these diverse forms of 
encouragement, the new practices, whether relating to either 
form of husbandry or to land reclamation, were taken up even 
more slowly than had been the case in England, where, it will be 
remembered, ‘‘ a bare half mile a year’ was the reputed rate of 
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their expansion outside the walls of Holkham. “It [France] 
never became,” in our author’s words, “‘ as the agronomes dreamt 
it might, another Norfolk or Suffolk.” One of the main reasons 
for this was the widely different attitudes towards any general 
enclosure adopted by French and British politicians and farming 
interests. Patullo might categorically state ‘‘ la pratique d’enclos 
les terres en Angleterre est maintenant presque generale. On a 
éprouvé que ce seul avantage ne manque guére de doubler la valeur 
du fond.” The same was demonstrably true in the case of 
common-land. But the nobility and the larger landlords were 
generally unwilling to follow in the steps of their English opposite 
numbers, whereby, says Dr. Bourde, they condemned them- 
selves to the political Revolution. It is certainly remarkable 
that, although all the methods of the English pioneers were widely 
accepted in theory and demonstrated to be advantageous in 
practice, they were only regularly pursued here and there, and 
even then with the traditional restraint of a dominantly peasant 
people. Thus it came about that French agriculture was 
confined to its notoriously slow rate of advancement in the 
nineteenth century and after. 

The author is to be warmly congratulated on producing such 
an authoritative and well-documented work, the main thesis of 
which—the great disparity between the interest displayed across 
the channel in English methods of farming and the virtual failure 
to implement them—will surely come as something of a revelation 
to the majority of his readers, whether English or French. He 
has not only added greatly to our knowledge of a little-explored 
field of Economic History, but has also said what must surely be 
the last word on a subject that, most appropriately, will always 
be associated, here and in France, with his own name. 

J. A. VENN 
Queens’ College, 
Cambridge. 


Le Probléme de la Théorie Marxiste de la Valeur. By R. Gumi- 
NEUF. (Paris: Armand Colin, 1952. Pp. 194.) 

La Conception Marziste du Capital. By J. B&narp. (Paris: 
Société d’Enseignement Supérieur, 1952. Pp. 365.) 

Bortu these works are evidence of the lively interest in, and 
sympathy for, Marxism in some French intellectual circles, but 
otherwise differ very considerably. M. Guihéneuf proposes to 
show that Marx’s theory of value is an essential part of his 
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general economic theory and cannot be removed from it without 
destroying the coherence of the latter. Unfortunately he admits 
to having begun his study by attempting “‘ a phenomenological 
description of value inspired by Husserl’s method ”’; in fact, as 
a philosopher of the German school rather than as an economist. 
The general tenor and idiom of his argument reflect these tastes. 
Hence there are few contacts between him and the normal train 
of thought of economists in this country. Marx himself has 
explained his law of value in quite unmetaphysical language in a 
passage which deserves to be better known (Letters to Kugelmann, 
11.7.1868) : 


“* Every child knows that the mass of products correspond- 
ing to the different needs require different and quanti- 
tatively determined masses of the total labour of society. . . . 
The form in which this proportional division of labour 
operates, in a state of society where the interconnexion of 
social labour is manifested in the private exchange of the 
individual products of labour, is precisely the exchange value 
of these products.” 


M. Guihéneuf neither mentions this passage, nor pursues the line 
of argument it suggests. His book falls into three parts: the 
first two expound Marx’s method and theory of value, the third 
discusses various criticisms of it, in particular those of Pareto, 
Boehm-Bawerk, Tugan-Baranowsky, Sombart, the philosopher 
Simmel and his disciples, the syndicalist Arturo Labriola, Sorel, 
Croce and the “ positivists ” (among whom the author numbers 
Mrs. Robinson). Attempts to reconcile Marxism and marginal- 
ism are also discussed. The author’s general view is that these 
critics do not understand Marx’s dialectical method. Several of 
his observations may be read with interest. 

M. Bénard begins his book not with a summary of the dialectic, 
but with a chapter analysing the standard balance sheet of French 
business firms (‘‘ La notion de capital dans la pratique des affaires ’’) 
and never lets his eye stray very far from the economic realities 
with which his former membership of the Conseil Economique 
has made him familiar. His general argument is that Marxism 
is far more realistic that non-Marxist academic theory (at any 
rate where the latter goes beyond empiricism); the practice of 
business-men and national-income specialists is much more in 
accordance with Marx than with his critics. Conversely, Marx’s 
concepts are important not only for reasons of exegesis or propa- 
ganda, or because without them his theoretical structure would 
not cohere, but also because they express real economic facts and 
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relationships. This approach will win the sympathy of Anglo- 
Saxon readers, even when his conclusions do not persuade them. 
The treatment is extremely systematic and clear. Large parts 
of the book can serve as a good introduction to Marxist economic 
theory. It is divided into ten chapters of three or four sections 
each, and 115 consecutively numbered paragraphs, so that a 
glance at the table of contents sets out the general structure of 
the argument economically and lucidly. There is also a useful 
subject-index. 

Tidiness and conciseness are not without drawbacks. M. 
Bénard’s taste for them sometimes leads him to present as clear 
and settled what is obscure or in dispute—for instance the inter- 
pretation of Marx’s observations on the tendency of the rate of 
profit to fall, on periodic crises, on the connection between the 
law of value and prices, and some historical problems of capitalist 
accumulation. Though all Marxists agree—as against the Boehm- 
Bawerkian critics—that the ‘‘ transformation problem ” of the 
relation between values and prices is of secondary importance 
to Marx’s analysis, there is disagreement among them on its 
exact solution, and M. Bénard’s will not command universal 
assent. One must agree with Professor Henri Denis (the leading 
Marxist among French academic economists), who supplies a 
preface: “It would be a pity if the hasty reader were to take 
away the impression that all that could be said had been said, 
or if the informed reader were allowed to think that certain 
analytical difficulties had been sidestepped.” It would indeed 
be a pity, for once the limits of its scope are recognised, M. 
Bénard’s book is a very useful one. 

E. J. Hopspawm 
King’s College, 
Cambridge. 


Soviet National Income and Product in 1937. By A. Brreson. 
(New York : Columbia University Press (London : Geoffrey 
Cumberlege), 1953. Pp. vii + 156. 30s.) 

Soviet Economic Growth. Edited by A. Brercson. (Evanston, 
Illinois : Row, Peterson, 1953. Pp. v + 376. 38s. 6d.) 

ProressorR Berreson is the first to attempt a systematic 
application of Western “ national-income”’ techniques to the 

Soviet economy, using current rouble prices. His work has raised 

substantially the general level of argument on Soviet statistics. 
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One may disagree with certain aspects of the study under review, 
but there can be no doubt that it is of the very highest value to 
anyone venturing into this complex subject. The study is a 
revised version of a paper which was published in the Quarterly 
Journal of Economics in 1950, and it will be followed by others 
for more recent years. The author writes with enviable clarity 
and conciseness, and compresses a truly remarkable amount of 
material into so few pages. Thus he constructs, and explains in 
detail, tables breaking down the Soviet national income by 
economic sector, by use, by industrial origin and much else 
besides, all this both in current roubles and in terms of “‘ adjusted 
factor cost standard.” He includes a stimulating discussion on 
the applicability of the latter to planned economies (though there 
is much more to be said on this subject), and a most valuable little 
essay on the reliability of Soviet statistics. On this latter point, 
as well as on the question of the standard of living in 1937 com- 
pared with 1928, he takes the opportunity of defending himself 
against some criticisms directed by Dr. Jasny at the earlier version 
of his study. Dr. Jasny invited counter-attack by adopting an 
unnecessarily combative manner, but it is noteworthy that the 
differences under discussion are not nearly as large as they seem ; 
in the assessment of Soviet statistical distortions, for instance, 
they are largely verbal in character. On the question of the 
relative standard of living, both agree that urban workers were 
worse off in 1937 than in 1928 (the evidence for this is quite over- 
whelming); both agree that the “ statistical’ income per head 
in unchanged prices looks higher in 1937 than in 1928, and that 
the process of urbanisation was a cause of this; both agree that 
this might not be inconsistent with a fall in the real incomes per 
head of both workers and peasants taken separately; they differ 
in the evaluation of peasant income in kind in 1937 (which Jasny 
puts much lower than Bergson), and on the extent to which 
urbanisation affects income per head. 

This leads to one of the few weaknesses of the study. The 
treatment of agricultural incomes is rendered difficult by the 
existence of a multiple-price system and the absence of an identi- 
fiable cost of production; Soviet output figures were at times 
expressed in terms of 1926/7 prices, or in the low compulsory- 
procurement prices, or in “‘ average prices of realisation ”’ (an 
average of all selling prices, including those in the free market, 
which may be ten or more times the compulsory-procurement 
prices). Obviously, the weight of different products in the total 
must vary accordingly to the price-base chosen: thus a much 
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smaller proportion of grain than vegetables is sold at free-market 
prices, and consequently one would expect the weight of grain to 
be smaller at “average” than at compulsory or 1926/7 prices. 
For the same reason, one cannot use a percentage figure of the 
share of peasant plots in gross output without specifying in what 
prices the output is valued. Similarly, one cannot expect the 
ratio of gross to net product in agriculture to be the same in one 
set of prices as in another, save by pure coincidence. Un- 
fortunately, Professor Bergson by-passes the whole problem. For 
instance, the same percentage of production expenses is applied 
to gross output valued at 1926/7 prices (p. 83) and at “ average ” 
prices (p. 106). The same defect may be observed in the calcula- 
tion of the proportion of marketings in total output. It is by 
this route that the author arrives at his valuation of peasant 
income in kind, and so this valuation is open to serious doubt. 

Professor Bergson’s ingenious attempt to apply the “ adjusted 
factor cost standard ”’ to the Soviet economy is a fascinating 
exercise. The application of concepts familiar to Western 
economists to the very different circumstances of Russia often 
compels one to reconsider the real meaning of these familiar 
concepts, and this is one reason why this study should be read 
outside the narrow circle of “‘ Soviet specialists.”” Certain steps 
in the process of ‘‘ adjustment ” may perhaps be criticised. For 
instance, peasants gain as well as lose from the existence of turn- 
over tax, because part of their income (from market sales) depends 
on high food prices; and no “ adjustment ”’ seems to have been 
made for markedly unequal profits in producers’ and consumer 
goods industries, though this has some bearing on the “ real” 
shares of consumption and investment. There is, unfortunately, 
little discussion of the significance of the results of the “‘ adjust- 
ment,” or any serious attempt at a comparison with Soviet factor 
costs of earlier years or with American factor costs, although this 
would raise problems which are both interesting and relevant. In 
general, the method used in this study affords only occasional 
glimpses of the relationship between the calculated figures and 
the changing Soviet reality; no doubt this is partly due to the 
fact that this is a study of a single year, and the forthcoming 
volumes will doubtless include comparisons over time. 

Space precludes detailed discussion of some doubtful points of 
statistical definition; for instance, the exclusion of income of co- 
operative artisans from the “ wages fund ”’ is certainly an error, 
as is (though less certainly) the omission from this item of military 
subsistence. However, even if all the criticisms and queries were 
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fully justified, they would detract but little from the value of this 
admirable little book. 

The symposium on “ Soviet Economic Growth” consists of 
the proceedings of a conference between American experts on 
Russia, held in May 1952, which had as its purpose an assess- 
ment of potential Soviet economic development down to 1970. 
Attention naturally centred on such vital matters as rates of 
growth, resources, productivity and labour force. The contribu- 
tions were of varying quality. Among the best was Norman 
Kaplan’s survey of investment, in which he concluded (as did 
Professor Bergson) that the rate of net investment in the U.S.S.R. 
has not been so very different from that of the United States (war 
and depression years apart); but the rate of increase of gross 
industrial output, with all allowances made for exaggerations, has 
been much more rapid in the Soviet Union than even in the post- 
Civil War boom period in the United States. The difference has 
clearly been due in part to the very different direction of invest- 
ment; but, as was pointed out in discussion, a given sum invested 
in coal and steel may produce less in value terms than the same 
sum invested in consumer-goods production, and a number of 
highly intriguing question-marks remain. (Might not part of the 
explanation lie in the difference between the cost of investment 
goods and consumer goods, relatively to each other, in the 
USS.R. and U.S.A.? The possibility is at least worth 
examining.) 

There is a good deal in the volume about the various methods 
of measuring rates of growth, and the degree to which one or 
other may be considered more “true.” This is particularly 
important in the present context, because both rates of growth 
and the share of investment in the national product vary enor- 
mously according to the price weights chosen. A most valuable 
contribution to the question is Professor Hodgman’s index of 
industrial production weighted by wage-payments in 1934. 
However, the nature of the problem precludes a definitive answer. 

It is a pity that the various contributions were not linked 
together by some more general survey of the economy, including 
in this a consideration of the political questions, which may, in 
the last analysis, prove decisive in determining the shape of things 
to come. Thus only Professor Gerschenkron discusses seriously 
the fact that the Soviet Government may decide to divert more 
resources into consumers’-goods production, though he argues 
against this on the grounds that a dictatorship requires a high rate 
of non-consumption to maintain among the population a sense of 
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urgency, on which its power in part depends. In general, despite 
its declared purpose, the symposium is more valuable as a survey 
of the past than as a guide to the future. But valuable it 
certainly is, not least as some reflection of the serious research on 
Soviet economic affairs undertaken in America. 

A. Nove 
Glasgow. 


Report on Cuba. Findings and recommendations of an economic 
and technical mission organised by the INTERNATIONAL Bank 
FOR RECONSTRUCTION AND DEVELOPMENT in collaboration 
with the Government of Cuba in 1950. (Baltimore: Johns 
Hopkins University Press (London: Geoffrey Cumberlege), 
1951. Pp. xxiv + 1052. 60s.) 

Costa Rica—a Study in Economic Development. By a survey 
group of the TwentTietH Century Funp. (New York: The 
Twentieth Century Fund (London: Allen & Unwin), 1952. 
Pp. v + 374. 24s.) 

The Economic Development of Guatemala. Report of a mission 
sponsored by the INTERNATIONAL BANK FOR RECONSTRUC- 
TION AND DEVELOPMENT in collaboration with the Govern- 
ment of Guatemala. (Washington, D.C.: The International 
Bank, 1951. Pp. xxviii + 305. $5.) 

Public Finance and Economic Development in Guatemala. By 
J. H. Apter, E. R. ScHLESINGER and E. C. Otson. (Stan- 
ford : Stanford University Press (London : Geoffrey Cumber- 
lege), 1952. Pp. v + 282. 40s.) 

Public Finance in a Developing Country: El Salvador—a Case 
Study. By H.C. Watiicu and J. H. Apter. (Cambridge, 
Mass.: Harvard University Press (London: Geoffrey 
Cumberlege), 1951. Pp. xxviii + 346. 40s.) 

IF the editors of this JouRNAL could have persuaded the Presi- 
dents of the four republics or even a leading citizen in each, to 
write candid non-political reviews of these books, they would have 
been most interesting to British and American readers, and merited 
quite a lot of space. The attention which Central America is at 
present arousing in U.S. circles must be a source of much grati- 
fication as well as anticipation to the countries concerned, even if 
also of some embarrassment, but one wonders what their reactions 
really are, and what various sorts of smiles illuminate the faces of 
their Presidents as they read these studies. Failing such reviewers, 
the editors have rightly restricted the length of this review within 
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such limits as must confine it to a series of notes for the guidance 
of potential readers not specially interested in the particular 
countries though interested in the general problems of so-called 
under-developed areas. 

The seventeen members of the International Bank’s mission 
to Cuba have made a comprehensive and detailed report of the 
island’s whole political economy, and provided the government 
and people with a blue-print (notwithstanding a disclaimer) for 
the construction of the Cuba of to-morrow. The result is an 
enormous book, of which I suspect not many people in Great 
Britain will read more than a few chapters, and of which few 
Cubans will read many more. Nevertheless, this report, despite 
its rather grandiose scale and appearance, must be judged very 
well worth while. It is not only extraordinarily thorough, but 
sufficiently outspoken where plain-speaking is necessary, and yet 
it breathes throughout such a spirit of undaunted optimism and of 
urgency as must surely hearten and stimulate the patriotic Cuban. 
The mission has clearly realised the tremendous problems of chang- 
ing human nature which are involved, and yet there is no trace 
of defeatism in their report, as frankly there might well have been. 

Book I in thirty-two pages summarises the mission’s diagnosis 
and its proposals for remedial action of various kinds, essentially 
directed, of course, to the diversification of Cuba’s economy so far 
as “‘to reduce her dependence on sugar, not by producing less 
sugar, but by developing additional enterprises.’”’ Book II, “‘ The 
Cuban Economy,” isa generalsurvey. “The ‘ master’ circle of all 
the vicious circles that need to be attacked ” is that “a stagnant 
and unstable economy with a high level of insecurity creates 
resistance to improvements in productive efficiency. And yet 
improvements in productive efficiency are the key to creating a 
more progressive, more stable economy.” Surveying Cuba’s re- 
sources for development, the conclusion is that the chief deficien- 
cies are not in respect of natural resources, labour or capital, but 
in what are termed the “organising factors ”’—management, 
business initiative, technology, and the institutional and govern- 
ment framework. Succeeding books of the report deal with Pro- 
duction (agriculture, industry, mineral resources), Aids to Produc- 
tion (railways and road transportation, power, communications, 
etc.), Human Problems (labour-management relations, education, 
and health), Administration (government and municipal), Finance, 
International Economic Relations and finally Book X, in some 240 
pages, deals with the Technical Problems and Possibilities in all 
the relevant agricultural, manufacturing and mineral industries. 
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The reader who is not interested in Cuba except as an exemplar 
of general economic problems should not stop after reading Books 
I and II, for he will find much to interest him and much food for 
thought, in Chapters 5, 6 and 7 of Book III, especially perhaps 
Chapter 6 with its account of the fantastic labour laws and their 
more fantastic administration, and the almost equally fantastic 
government control of industries (“‘ Cuba’s sugar industry is great 
not because of legislation but in spite of it’). The same is true of 
Chapters 16 and 17 of Book V, which further consider the problem 
of labour—-management relations. The educationalist will be en- 
lightened, if also depressed, by the plain account of public educa- 
tion in Chapter 18. Book VI, Chapter 20, on Government Ad- 
ministration is an essential part of the picture, but here the mission 
doubtless felt that brevity was diplomatic : for example, bribery 
and corruption are barely mentioned, and yet if it has really dis- 
appeared, few things could be more noteworthy. In Book VII on 
Finance, Chapters 24 and 25 are of general interest, especially the 
latter on ‘‘ Why Cubans invest as they do.”’ (In good times as much 
as 12% of gross national income is saved, but little gets invested in 
Cuba except in the building of large houses.) Altogether, there is 
much of general interest in this report, but notwithstanding all the 
mission’s optimism, one suspects that a good many readers will 
echo the quotation of a foreign business-man ‘“‘ Any foreigner who 
wants to invest in something new in Cuba as things are to-day, 
must be perfectly crazy,” and add the comment that it might not 
be true only for foreigners. 

The Twentieth Century Fund study of Costa Rica “‘ was under- 
taken not merely to discover the needs of a single country, but to 
attempt to show in a concrete case how the Point Four program 
could be applied.”” This is the focus of this study, and the 
reasons for the selection of Costa Rica are given at the end of 
the first chapter. ‘The survey which follows builds up an adequate 
picture of the economy of the country in terms of its industrial, 
trade and financial activities, but too little attention is given to 
the characteristics and behaviour of its citizens (though there is a 
competent survey of Health and Welfare), and especially to their 
government. The study group’s six weeks in Costa Rica may have 
been too short a time to enable them to absorb and reproduce much 
“‘ atmosphere.”’ Perhaps for the same reason, many of their con- 
clusions and recommendations seem somewhat superficial and 
theoretical : it is easy to suggest that improvements of this or that 
kind ‘“‘ should ” be carried out. The study group, however, might 
well retort that the utmost they tried to do, was to set out the main 
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problems, and point the way for further activities to be conducted 
under the Point Four programme with the much greater resources 
of the U.S. Government. Judged by this criterion, the job which 
the group has done seems well worth while and adequately 
executed. In particular, the general reader will be interested in 
the part played by the United Fruit Company, which accounts for 
a large part of the nation’s income, though he will not discover 
what Costa Ricans think about the situation. 

The Economic Development of Guatemala is the report of a 
mission of six persons sent by the International Bank in mid-1950 
at the request of the Guatemalan Government. The report 
strikes one as extremely business-like and concise, and its seventy- 
seven recommendations not only suggest what should be done and 
how it might be, but also what should not be done, and even what 
should be undone. In short, it gives one the impression that it 
stands a good chance of interesting the politicians and leading men 
of Guatemala, and that it should be of real practical use to them. 
For the general reader, however, the very merits of this book as a 
report create certain disadvantages and deficiencies: the reader 
who is not well acquainted with Guatemala will crave for a fuller 
background of the country’s economy and of its inhabitants 
(though a reasonable sketch and some useful maps are given), and 
particularly for more information about its political life and the 
workings of government. Perhaps even as a report the book 
seems rather thin on matters concerning labour and industrial 
legislation. But the general reader will find the basic conclusion 
very interesting. Whereas for most under-developed countries 
to-day the call is for greater diversification of production and 
particularly of exports, here the whole programme is based on the 
expansion of the one industry which already accounts for over 
70°% of total exports, because in brief the export tax on coffee alone 
can provide the finance for general development. In the present 
circumstances of Guatemala the mission’s conclusion is probably 
sound, but the success of their policy may well require a large slice 
of good luck. 

Public Finance and Economic Development in Guatemala 
supplements the International Bank’s report just surveyed, but in 
content and methodology it can best be considered along with the 
final book on the list, on public finance in El Salvador. This indeed 
was published earlier and led to the Banco de Guatemala inviting 
a similar study, though as the authors rightly claim, theirs was no 
mere repeat performance, and the pattern of the El Salvador study 


had to be substantially modified. Both these studies are very 
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thorough, and clearly everything that can be squeezed out of the 
available statistics and relevant data by high-powered modern 
technique has been. But whether all the labours involved were 
an economic expenditure, and whether all the technique could 
really be legitimately applied, would seem to depend on the 
accuracy of the basic statistics, about which there is too little 
critical discussion. The El Salvador study is less open to this 
charge, especially if one studies the appendices, but for Guatemala 
the Banco supplied the raw material and the authors seem to have 
just accepted it and worked it up. While admiring the virtuosity 
displayed in these studies, one wonders. . . many things. 
J. W. F. Rows 
Pembroke College, 
Cambridge. 


White Collar: The American Middle Classes. By C. Wricut 
Mitts. (New York: Oxford University Press (London : 
Geoffrey Cumberlege), 1951. Pp. xx + 378. 30s.) 


THE predicament of the white-collar worker provides import- 
ant clues to modern America. The revolution in management, 
servicing, selling and distribution which has followed business 
concentration and mass production has brought into the American 
occupational structure in the last half century a vast new pyra- 
mid of workers ranging from an élite of powerful corporation 
manipulators, of copy-writers, public relations counsel and 
publicists, of specialist lawyers, doctors, scientists and engineers, 
to a mass base of clerks, typists, nurses, college instructors and 
school teachers. This “new middle class” of salaried workers 
has largely absorbed into itself and eclipsed the ‘“ old middle 
class” of property-owning farmers, small business-men and 
shopkeepers and free professionals which was the basis of late- 
nineteenth-century America, and the ethos of which persists into 
a largely irrelevant world. It is the subject of Professor Mills’s 
important study. 

The author forcefully lays bare the pressures on the various 
individuals making up this great occupational complex: the 
effect of the bureaucratic corporation on the status, outlook and, 
ultimately, personality of the executive; the pressures of the law 
factory, hospital-centred medicine, business-dominated univer- 
sities ; the pressures on intellectuals forced to earn bread and butter 
in the mass-communications industry; above all, the condition- 
ing of the “‘ saleslady,” the typist and stenographer, the telephone 
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or 1.B.M. machine operator. The picture he so expertly draws of 
remote, irresponsible power, of mechanised and specialised office 
routine, the dilution of skills, the barriers to advancement, the 
“ alienation ” of personality, the reduction of values to salesman- 
ship, the anodyne propaganda of the mass media, is a frightening 
one. Within strict limits there is no reason to doubt its veracity ; 
but it is important to enter certain caveats for the English reader. 

The effort to make the study systematic has tended inevitably 
toward abstraction. We are inevitably dealing with “ types ’”’; 
but the study is too short and is based on too limited field work 
to “come alive”’ in human terms in the way Lloyd Warner’s 
or Reisman’s work does. It is not often clear whether personal 
statements—there are no footnotes—are the result of specific 
interviews or merely generalised “‘ model” clichés. The white- 
collar worker is treated solely in relation to the job; and such 
concepts as “class,” “status,” “ prestige,” are used in the 
characteristically specialised sense of Marx and Weber. By treat- 
ing “‘ class ” primarily as a function of income he does not appear 
to give enough weight to other factors, and conveys to the Eng- 
lish reader the misleading impression that there are well-defined 
classes in the English sense. We also tend to lose sight of the 
fact that we are dealing mainly with metropolitan America, 
almost of New York. These distortions are most revealed in the 
final section, which discusses the possibilities of the white-collar 
worker obtaining easement by acquiring political power. Here 
the author’s massive construct of a white-collar class leads him 
to reject the possibility of an adjustment through the existing 
political structure of the United States. He condemns the party 
system on the ground that it must ‘‘ appeal to diverse interests 
and variegated strata and therefore may articulate only general- 
ised widely accepted issues ” instead of giving vent to a particu- 
larised insurgency. Yet the fact that he does not believe the 
white-collar workers are sufficiently self-conscious to make an 
effective political interest could be taken as indication that they 
form no distinct “ class ” grouping in society. 

One is left with the impression that theory has played too 
unsupported a role and that the impact of the study might have 
been greater had the author scrapped his sociological apparatus 
and instead had cast the work as a “ straight ” essay, allowing 
the disciplined training of his craft to operate intrinsically in the 
selection of material. The author’s display of objectivity, also, 
cannot conceal tell-tale personal biases, for example against the 
recent war, against big business and again: t the powers that be in 
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general, which sometimes make him appear more partisan than 
scientist. Even his attitude towards the victimised white-collar 
worker is not detached, cynical rather than compassionate. It 
seems a pity that Professor Mills did not establish a more personal 
relation with the reader than is possible within the conventions 
of social science, especially since, to judge from the publisher's 
sensational blurb, the book is intended for the general reader as 
part of what the author himself calls “the cult’ of social science. 
F. THISTLETHWAITE 


St. John’s College, 
Cambridge. 

















NOTES AND MEMORANDA 


Costs AND OUTPUT 


In a paper read at the National Coal Board’s Summer School 
at Oxford and commented on in T'he Economist of September 26, 
1953, Mr. Schumacher, the Board’s Economic Adviser, said that 
last year about half the country’s deep-mined coal was being 
produced at an operating profit and just under half at an operating 
loss. The industry as a whole showed an operating profit of 6d. a 
ton, ‘‘ not quite enough to cover the interest and interim income 
payable to the Minister of Fuel and Power.” He suggested ten- 
tatively that the managers of pits which were working at an 
operating profit should put primary emphasis on output expansion 
and those of pits—covering about one-sixth of the industry— 
that were working at an operating loss of 10s. a ton or over should 
chiefly consider cost reduction, even if that meant lessening 
output; pits working at an operating loss of less than 10s. a ton 
being considered separately. It would be absurd for a person 
who knows nothing whatever about coal-mining to comment on 
the special problems of that industry. Mr. Schumacher’s observa- 
tions, however, have suggested to me some general considerations 
that may perhaps be worth exploring. 

Let us ignore complications about transport and so on and 
suppose that some industry made up of a number of unit firms 
is producing a single uniform commodity, which each firm is 
selling at the same price in the market. Let us define the eco- 
nomic optimum as that situation in which each firm is producing 
that output which makes its marginal cost equal to selling price— 
as would tend to happen under a thorough-going competitive 
system. This situation may be quite different from the social 
optimum situation, and it may well benefit the community to 
secure that certain commodities are produced in quantities larger 
than the economic optimum will allow. Thus, whether or not an 
industry is in the hands of the State, two questions arise. First, 
assuming that the economic optimum situation is also the social 
optimum situation but is not being achieved, what should the 
State do? Secondly, assuming that the social optimum situation 
requires an aggregate output larger than the economic optimum 
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yields and the economic optimum is being attained, what should 
it do? I shall consider these two questions in turn. 

In order to attain the economic optimum we require, in 
respect of any given ruling price, that all firms whose marginal 
costs are greater than that ruling price should contract and all 
whose marginal costs are less than this should expand.! Does 
it follow that all firms whose average costs are greater than 
the ruling price should contract, and conversely? For firms whose 
average cost is greater than marginal cost it is plain that an excess 
of average cost above price does not imply an excess of marginal 
cost; and therefore, while, maybe, some such firms ought to 
contract, it does not follow that all ought to do so. On the other 
hand, a deficiency of average cost below price implies a deficiency 
of marginal cost also, and therefore all firms experiencing that 
ought to expand. For firms whose average cost is less than 
marginal cost, if average cost is greater than price, then marginal 
cost must also, a fortiori, be greater than price, and they ought to 
contract. If, on the other hand, their average cost is less than 
price, it does not follow that their marginal cost is less than price, 
and therefore, though it may be that some of them ought to 
expand, it does not follow that all of them ought to do so. Thus 
it is not possible to lay down about average cost—and so average 
operating profit or loss—any simple general proposition corre- 
sponding to that laid down in the first sentence of this para- 
graph about marginal cost. 

The root difficulty is, of course, that the relation of average 
cost to marginal cost in respect of any assigned level of marginal 
cost, though it must be the same for similar firms, may be quite 
different for dissimilar ones.2, Because of this we cannot infer 
from a knowledge of how different firms’ average costs stand to 
one another the way in which their marginal costs stand to one 
another. It is natural to suppose that, if firm A’s average cost 
is much higher than firm B’s, A’s marginal cost is probably at 
least somewhat higher. Any such conclusion must be based on 


1 Since, as the allocation of production among firms improves, output should 
increase and the ruling price fall, the marginal costs of some firms which, in re- 
spect of their original output, were slightly below the original ruling price, may be 
above the new ruling price. Such firms, while called upon to expand in the first 
round, so to speak, may ultimately be called upon to produce less than they were 
producing at first. 

2'There is nothing to prevent firms of different sizes being similar in the 
required sense. Thus, if p be marginal cost and x output, all firms whose equation 
is p = 6(=) are similar irrespective of the value of m. The larger firm is the 


equivalent of m lesser firms, each a replica of the smaller one. 
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a premise, derived perhaps from experience, that most firms in 
an industry are not likely to be widely dissimilar in the sense in 
which that term is relevant here. It is, no doubt, some such 
consideration as this which lies behind Mr. Schumacher’s distinc- 
tion between pits that are making losses of more than 10s. a ton 
and pits making smaller losses. Probability reasoning of this kind 
must always be rather slippery. But it is better than nothing 
at all. 

Let us next suppose that all our firms are producing outputs 
corresponding to the economic optimum but that the social 
optimum requires an output larger than this by some defined 
amount. Demand being given, the cost involved in increasing 
output beyond the economic optimum is the excess of the aggre- 
gate cost of producing the larger output over that of producing 
the optimum output. What this cost is evidently depends on 
the way in which aggregate output is allocated among the several 
firms. It will be a minimum if after the change the outputs of the 
several firms are such that marginal costs are still equal in all of 
them. Clearly this requires that the output of firms in which the 
marginal-cost-curve is elastic over the relevant range shall be ex- 
panded in larger proportion than that of those where it is inelastic ; 
the proper proportionate expansion of the several firms being 
ranked in accordance with the ranking of their several elasticities. 
Anyone who desires to do so can easily express this idea in 
mathematical form. 

If our industry is under unified public control, as the Coal 
Industry is, it will be the business of the management, by study 
of the relevant statistics and by trial and error, to approximate 
as nearly as it can to this ideal allocation. Under private enter- 
prise the State will stimulate the controllers of the several firms 
by one or another system of subsidies to work towards the same 
end. This is plain sailing. It is possible, however, for a careless 
thinker to fall into a trap here. He may argue that, where it 
is desired to expand the output of an industry beyond the eco- 
nomic optimum, there is a great advantage in having that in- 
dustry directly operated by a public authority, because under that 
system no subsidy to private persons need be paid. Extending 
the same line of thought, he might suggest that, where subsidies 
have to be paid, there is a great advantage in paying them only 
on additional outputs beyond the economic optimum rather than 
on total outputs. This kind of reasoning rests on a misconception. 
The payments made by Government in subsidies are costs to the 
Government; but from the standpoint of the community as a 
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whole they are not costs, they are transfers. There are advantages 
for the Budget in systems that require nil or small transfers 
rather than large ones. But what matters fundamentally is the 
actual additional cost incurred in producing the required addi- 
tional output, irrespective of whether the machinery by which 
expansion is induced entails large transfers, or small transfers, 
or no transfers at all. The issue between management by a 
number of private firms and by a unified public corporation turns 
predominantly on the comparative general efficiency of the two 
systems, and considerations about transfers are relatively un- 
important. 


A. C. Picou 
King’s College, 
Cambridge. 





CHANGING PRODUCTIVITY IN THE NEW ZEALAND ECONOMY 


THE purpose of this inquiry is to ascertain the rate of change 
in physical productivity in the New Zealand economy during the 
last twelve years. An attempt is also made to find such rates for 
particular productive sectors. The calculations performed follow 
the general method recently used by A. Maddison in the Economic 
JOURNAL (September 1952) for the Canadian economy, with one 
important difference. 

Maddison deflates GNP for different years by the cost of living 
index and the wholesale price index, divides the result by the 
civilian labour force, adjusts for changes in working hours and, 
in the form of index numbers, purports to show changes in 
physical productivity. This method would be roughly adequate 
for a closed economy, but introduces a bias from changes in value 
productivity by disregarding the “ open ends,” 7.e., changes in 
the terms of trade. The difficulty is conceptual, and corresponds 
to the Pigovian distinction of income produced and income 
available.1 It is apparent that, when the price of exports rises 
by more than the domestic price level, money GNP is not deflated 
sufficiently by the domestic price indices to give a constant real 
GNP, wherefore an improvement in the terms of trade, though 
unaccompanied by any real change in physical output per man 


1 Pigou, Economics of Welfare, quoted in Colin Clark’s The Conditions of Econo- 
mic Progress, 1951, pp. 9-16. 
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hour, will give the appearance of such a change on Maddison’s 
index. 

The years covered here are those for which official national 
income estimates exist, namely 1938, 1943 and 1946-50. The 
method used consisted in deflating personal consumption and 
government expenditures on goods and services by the retail 
price index, gross capital formation by the wholesale price index, 
exports by the export price index and imports by their own index. 
Other balance of payments items were excluded. All indices 
were converted to a 1938 = 100 base. The sum of the resulting 
deflated items is taken to be real national output produced, here 
called real GNO to differentiate it from Maddison’s GNP concept. 

Real GNO is divided by the civilian labour force ? and real 
output per civilian actively engaged is found and converted into 
a 1938 = 100 index. Real output per civilian actively engaged is 
then adjusted by an average hours worked index ® and a new 
1938 = 100 index is formed, showing real output per hour worked. 

The principal results are shown in Table I. 











TABLE I 
1938. 1943. 1946. 1947. 1948. 1949. 1950. 
(1) Real GNO (millions) ° ° 237 307 329 27 345 374 394 
(2) Civilian Labour Force . . | 652,000 | 564,361 | 659,375 | 679, 305 690,537 | 704,361 | 713,967 
(3) Real output per civilian active 363 544 498 540 490 530 552 
(4) Idem 1938 = 100 . ° 100 150 137 149 135 146 152 
(5) Real output per man hour ° 363 544 506 554 514 546 569 
(6) /dem 1938 = 100 . ° 100 150 139 153 142 150 157 
(7) Idem by Maddison’s method . 100 154 140 151 141 155 170 




















_ 


Row (7) was introduced to show the appreciable effects the 
terms of trade can have in countries in which foreign trade is 


1 National income data source is the Official Yearbook and all prices indices 
come from the Monthly Abstract of Statistics. 

Since only 1936 and 1945 Census data exists on the total of persons actively 
engaged in productive pursuits, the labour force for the other years had to be 
estimated by comparing the proportion of labour force to total population. An 
allowance of 0:33% per annum was made for this percentage to decrease owing 
to the trend toward higher age groups and a greater percentage in the lowest 
age groups. The source for mean population estimates was the 1949-50 Statistical 
Report on Population and Buildings, by the Census and Statistics Department. 
Armed forces, stationed in New Zealand, were deducted as given in the Official 
Yearbook 1952 series, which conflicts with an earlier one (1944 Yearbook), but is 
presumably corrected. 

3 Source: Official Yearbook. It does not include agriculture, and to the 
extent that average hours in primary production may have fallen less than in 
manufacturing, is incorrect. The male-female ratio was assumed 3:1 over the 
whole period for purposes of weighting. The deviation is fractional. For 1938 
no data existed, so 1939 was used. The adjustment was made by the operation : 


[ GNO 1 |] where 1938 = 100. 





Civilian Labour Force . Working Hours Index 
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as important a component of national income as in New Zealand 
or in Canada. Thus in 1950, when both the net and the gross 
barter terms of trade improved appreciably above the preceding 
year, Maddison’s method gives us a 10% increase in productivity, 
while the actual increase was no more than 5%. 

The most significant results are rows (4) and (6). One thing 
that becomes apparent from them is the extent to which more 
leisure was chosen to replace potentially higher output. Another, 
more interesting result is that apparently the new high level of 
average productivity reached in 1943 as a consequence of the 
substantial diminution of the labour force, became a new norm, 
only partly and temporarily receded from in 1946, when the 
armed forces came back to civilian employment. The expanding 
character of the New Zealand economy may be discerned from 
the absence of a unique inverse relationship between labour force 
and productivity : the fact that in 1947 the labour force was 20% 
above 1943 and the output per man hour slightly above that of 
1943, while that per person actively engaged was practically the 
same, makes it plausible to argue that for the economy as a whole, 
increasing, or at least constant, returns to labour still exist. 
Political authorities, deciding on the merits or demerits of immi- 
gration, might do well to ponder this fact. 

An attempt is now made to reduce these overall indices of 
productivity, to the sum of their components. Independent 
calculations of physical productivity in New Zealand agriculture 
have been made by Bray for the International Labour Office.! 
In Table II, from his results, column 2 is deduced. 


TaBieE IT 
Agricultural Productivity Index 











1901 = 100. 1938 = 100. 
1901 100 56 
1906 105 58 
1936 180 100 
1945 245 125 
Bray’s productivity index, is “. . . obtained by dividing farm 


production figures in terms of livestock units, by the number of 
persons employed in farming... .” 

Based on this, he uses weights of 1 head of cattle = 5 sheep, 
1 breeding ewe = 3-5 dry sheep and 1 dairy cow = 10 dry cattle 


1F. R. Bray, ‘“‘ Employment, Productivity and Income in New Zealand 
Farming,” International Labour Review, May 1950. 








“Sy 
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(steers). Output of butterfat per cow was considered to increase 
1% per annum, but quality improvements were not measured. 

The weakness of Bray’s method appears to be the explicit and 
necessary assumption of a long-run normal relationship between 
the different branches of agriculture over fifty years, and the 
inability to account for different rates of technical progress 
between them. Because of greater advance in labour-saving 
devices in dairying than in sheep farming, which made the relative 
labour requirements per livestock unit change from the base year, 
and because dairying expanded more than sheep farming, Bray 
concludes that his index may well understate the actual rise in 
output. With this reservation, if we use his 1936 figures for 1938 
and his 1945 data for 1943, we can compare the rate of change of 
productivity in agriculture with the total change in productivity 
as shown in row (4) of Table I, and by a process of subtraction 
weighted for employment, arrive at the rate of change in the rest 
of the economy. 

The compound annual rate of change 1938-43 was 8-5% in 
row (4), Table I, and 4-6% for the same years in Table II. Nowif 


E = Total Employment = 608,000 

e’ = Agricultural Employment = 142,000 

oe’ = EF — @’ = 466,000 
AP = Overall rate of change = 8-5 
Ap’ = Rate of change in agriculture = 4-6 


Ap’’ = Rate of change elsewhere 
a Ss. (e’Ap’) = 9-7% 

This result, i.¢., that the compound rate of change in the non- 
agricultural sectors of the economy was over twice that of agricul- 
ture while the absolute labour force decreased in both by roughly 
the same proportion seems in need of further verification to become 
wholly credible. 

Some such verification is supplied by Colin Clark. His data 
on New Zealand’s manufacturing industries } shows an increase 
in productivity per head of 33° from 1933 to 1938, or 6% per 
annum, and an increase in productivity per hour of 50% or 8-5% 
per year. As this was over a period of an increasing labour force 
actively engaged, the rise in productivity can well be expected 
to be lower than that of the following five years. 

No figures for productivity in tertiary industries exist for New 
Zealand, but Colin Clark’s data for other countries impresses on 
one the relatively stable character of the physical “‘ output ”’ per 


1Colin Clark, op. cit., p. 279. Overall figures differ because Clark includes 
Armed Forces in the labour force. 
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person in these industries. This calculation of a long-run annual 
rate of increase of 1-3°% may well be used for New Zealand.! In 
that case the burden of the high rate of increase calculated for all 
other sectors except agriculture, must mainly fall on manufac- 
turing, and the high rate found is made plausible by Colin Clark’s 
similar rate for a less favourable period, calculated on a “ value 
added ” basis. Comparing Colin Clark’s long-run data for manu- 
facturing, and Bray’s for agriculture, we get, for the former from 
1905 to 1938 a compound annual rate of change of 2-3%, and for 
the latter from 1901 to 1936 one of 1-7%. 

There are various possible explanations for the differential 
rates of progress shown. One might be a “ natural” tendency 
for production techniques to change less, over time, in agriculture, 
than elsewhere. But if one considers that the tractor horse-power 
available, between 1925 and 1949 increased thirty-six times, one 
becomes doubtful of this explanation. On the other hand, 
shearing machine stands over the same period only doubled, and 
milking machines, measured by the number of cows capable of 
being milked simultaneously, rose 120%. The area occupied and 
cultivated in 1948-49 was 20,128,199 acres, against 18,453,708 in 
1924-25, or only 9% more. That production functions changed 
considerably, even if technical knowledge had remained constant, 
is quite certain from this data, but whether they did so more or 
less than in manufacturing is not apparent. 

Another hypothesis that might be advanced is that under the 
protective tariff system in force ever since 1895, profit in manufac- 
turing was made great enough to account for a flow of the avail- 
able investment capital into secondary industries and thus to 
explain greater increases in the physical output per labourer. It 
need hardly be emphasized that our index numbers have not 
given us any indication about absolute productivity comparisons 
between labour employed in the two branches, which would indeed 
be senseless as long as purely physical productivity is considered. 
A programme for further research should thus include an inquiry 
into the causes of the unequal flow of capital into manufacturing 
and agriculture, which must, according to our figures, have taken 
place. 

E. LERDAU 
Auckland University College. 
New Zealand. 


1 Colin Clark, op. cit., p. 314. 
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CURRENT TOPICS 


THE official address of the Royal Economic Society in London 
has been changed from 4 Portugal Street, London, W.C.2, to 
21 Bentinck Street, London, W.1, where the Society will continue 
to be provided by the Royal Statistical Society, in the latter’s 
new headquarters, with the same facilities that it has enjoyed in 
the past. 


We offer our most sincere congratulation to Sir Robert Hall, 
Honorary Secretary of the Society, on the conferment of the 
K.C.M.G. in the New Year’s Honours List. This honour very 
appropriately serves to mark the great services of the Economic 
Section under his direction. 


WE are equally delighted to congratulate Professor R. G. D. 
Allen on his advancement to the Companionate of the British 
Empire. He has made very notable contributions to the improve- 
ment of official statistics, as well as to the teaching of statistical 
techniques. 


Tue March issue of the UNESCO Bulletin of the Social Sciences 
will contain both very full summaries of the papers and a record 
of the discussions at the Conference of the International Economic 
Association, held last September at Santa Margherita, on the 
subject of Economic Progress. 


A REPORT on the Teaching of Economics prepared by the 
International Economic Association at the request of UNESCO 
will shortly he published. The report includes both a general 
survey of the teaching of economics written by Mr. C. W. Guille- 
baud and detailed studies of actual methods and syllabuses of 
teaching in eleven countries, including the United Kingdom, also 
by Mr. Guillebaud, the United States, by Professor Horace Taylor 
of Columbia University, France, by Professor E. James of the 
University of Paris, India, by Professor C. N. Vakil of the Uni- 
versity of Bombay. Copies of the report will be available to 
fellows of the Royal Economic Society at a price of 7s. on applica- 
tion to the Assistant Secretary, Royal Economic Society, 6 
Humberstone Road, Cambridge. 
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Royal Economic Society : 


Hagen, E. E. Kravis, Prof. I. B. 
Hilton, G. W. Meyer, F. V. 
James, Dr. R. G. Oishi, Prof. Y. 
John, M. J. Robinson, Romney. 


The following have been admitted to 


Bliss, R. E. P. Johnson, Prof. D. W. 


Society : 

Ady, Miss P. H. Glen, W. 

Allan, D. G. C. Gobardhun, H. 
Als, G. Hall, A. P. 
Amin, D. C. Hallowell, B. C. 
Azhar, 8S. K. A. Hirsch, I. G. 
Bain, J. F. Hughes, R. J. 
Bamji, J. D. Hurley, T. D. 
Banks, B. A. Ivison, D. A. 8. 
Blake, B. P. Janas, L. J. 
Boahene, E. H. Joyner, G. H. 
Campbell, Dr. K.O. Kaihara, M. 
Casey, N. V. Kanapathy, V. 


Chamberlain, C. A. Kastell, R. H. 
Chatterjee, K. B. Kelegama, J. B. 


Cohen, P. Kent, F. C. 
Collins, R. T. Kirkland, Miss G. 
Copeland, R. W. Kum, C. K. 
Corbett, P. F. Kyprianou, R. L. 
Correia-Alfonso, A. Lamberton, D. M. 
Cranford, R. Lewis, J. O. 

Day, G. H. W. Lodha, D. P. 
Denman, Dr. D. R. Lovell, F. J. B. 
De Silva, E. Lynch, P. 

Dodds, K. H. J. MacRae, C. H. 
Don, A. A. Malik, I. U. 
Edwards, B. Malliah, V. 
Evans, E. R. Menon, K. S. P. 
Feldman, E. M. Millar, J. S. 
Fong, H. 8. Miller, Miss B. A. 'T. 
Ford, Prof. J. W. Mohar, R. 
Gardner, A. E. Morgan, A. A. 


Gilbert, R. P. 


The following have compounded for life membership of the 


Nair, P. K. 












Sur, Dr. Sir Ananda, 
Mohan. 

Swerling, B. C. 

Woitrin, Prof. M. G. 


membership of the 


Narasimhachari, 
ae I 
Neary, J. 
Norris, A. E. 
O’Donoghue, R. 
Onagoruwa, G. A. 
Perks, G. W. A. 
Phillips, W. J. 
Pillay, V. 
Rainnie, G. F. 
Rakshit, P. N. 
Ramakrishnan, A. R. 
Rose, J. R. 
2osenbluth, G. 
Rowan, D.C. 
Ryall, A. L. H. 
Saba, S. H. 
Sadikot, I’. M. 
Sarwate, Prof. B. V. 
Schwartzman, Dr. D. 
Shah, M. Y. 
Sheppard, A. J. G. 
Shoyama, T. K. 
Sidman, W. K. 
Siew, G. K. 
Smart, W. J. 
Steven, J. 
Stewart, J. A. 
Strickland, N. M. 
Strudwick, A. J. 
Subramaniam, Prof. 
M. V. 
Summerhill, G. W. 
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Upadhya, R. K. Weinberg, R. S. Williams, D. A. 
Varma, Prof.O0.P. Whittaker, J. Wilson, F. M. 
Vlaanderen, L. P. Whittaker, P. J. Yanez-Perez, L. 


The following have been admitted to Library membership of 
the Society : 


Georgetown University. 

Illinois Wesleyan University. 
Langston University, Oklahoma. 
Southwestern Library, Memphis. 
Tootal Broadhurst Lee Co. Ltd. 
Wheaton College. 





RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society 


Vou. CXVI, Part III, 1953. Construction of an Index Number of Gilt- 
Edged Values: M. 8S. Rrx. Statistical Investigations of Labour Pro- 
ductivity in Cotton Spinning: L. H. C. Trepetrr and P. D. VINcEnrt. 
The Treatment of Errors: D. Srers. The Industrial Wages Bill and 
Earnings of Operatives in 1935 and 1948 : H. Leak. Criminal Statistics : 
T.S. Lopcr. Timber Statistics: J. J. MacGrrecor. 

Vout. CXVI, Part IV, 1953. An Experimental Study of Quota Sampling : 
C. A. Moser and A. Stuart. A Comment on a Criterion of Efficiency in 
Local Administration. International Air Transport Statistics: A. M 


Lester. Statistics Relating to the Use of Land in the United Kingdom. 


Applied Statistics 


Vou. II, No. 3, NOVEMBER 1953. Quality Control in the U.S.A.: E. D. 
van Rest. An Experiment in the Sampling of Agricultural Returns: 
H. Patca. A Technique for Standardising Massed Batteries of Control 
Charts: S. Beer. An Index of the Volume of Net Exports: W. Z. 
Brttewicz. The Evaluation of Detergent Performance in Domestic 
Dishwashing: C.Pucu. The Use of Samples in Auditing : N. WILLiams., 
Planning an Experiment in a Cotton Spinning Mill: R. E. Peake. A 
Change in the Proportion of Jurors : T. CORLETT. 


Economica 


Vou. XX, No. 80, NovEMBER 1953. Long-run Adjustments in the Balance 
of Trade: A. C. Picou. Concentration in Tropical Trade: Some 
Aspects and Implications of Oligopoly: P. T. Bauer. Dutch Foreign 
Investment, 1738-1800: A. CartTer. The Technique of Monetary 
Insulation, December 1932 to December 1937: D. S. Lexs. The Con- 
ception of Jevons’s Utility Theory: J. A. LA Nauze. A Note on Mono- 
poly and Economic Progress : G. C. ALLEN. 


The Review of Economic Studies 

Vou. XXI, No. 54, 1953-4. Prices of Factors and Goods in General Equili- 
brium: P. A. SAmMuELSON. Complementarity and the Excess Burden of 
Taxation : W. J.Cortett and D.C. Hacur. Colonial External Finance 
since the War: A. HaztEwoop. Recoupment as an Aid in Financing 
Nineteenth Century Street Improvements in London: R. Turvey. In- 
vestment, Saving and the Inflationary Gap: Some Comments on Dr. 
Hansen’s Models: K. K. F. ZAwapzx1. A Note on the Price Level and 
Interest Rate in a Growth Model : R. Sotow. 


Oxford Economic Papers 


Vou. 5, No. 3, OcroBer 1953. The Full-Employment Economy, with 
Special Reference to Wages Policy: Str D. CopLtanp. How Long does a 
Company Live ?: G. LinpGren. Marginal Preference and the Theory 
of Welfare: J. RoTHENBERG; A Reply: W. E. Armstrone. The 
Effect of Taxation on Risk-Taking: P.StTREETEN. Scarcity, Marxism, 
and Gosplan: P. J. D. WitEs. Competition and Control in the British 
Sugar Industry: P. E. Hart. 


Bulletin of the Oxford Institute of Statistics 


Vou. 15, Nos. 10-11, OctoBER-NOVEMBER 1953. National Survey of 
Personal Incomes and Savings: Part IV, Personal Savings and Con- 
sumption Expenditure: H. F. Lypauyt. The Instability of Sterling 
Commodity Prices : C. D. Harsury and E. Nevin. 
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Journal of Industrial Economics 


Vou. II, No. 1, NovEMBER 1953. English Law and Monopolistic Practices : 
C. A. Cooke. The Sale of the Synthetic Rubber Plant: R. Soto. A 
Note on Forecasting Demand for Special Offers in a Magazine: M. K. 
ApLtER. The Efficiency of the Road Haulage Industry under National- 
ization: P. E. Hart. A Note on Labour Turnover and the Individual 
Factory: H. BrxurenD. Cotton and Wool Textiles—Case Studies in 
Industrial Migration : J. A. Morris. 


Economic Trends 


Vou. I, No. 1, NoveMBER 1953. This is the first issue of a new monthly 
publication of the United Kingdom Central Statistical Office, published 
by H.M. Stationery Office, 2s. It prints, with corresponding charts in 
each case, twenty-five of the tables in the Monthly Digest of Statistics 
which have most value and significance for business decisions. They 
are divided under the headings: Manpower; Production; Raw Mater- 
ials; External Trade and the Balance of Payments; Finance; Prices, 
Earnings and Personal Expenditure. 


The Manchester School of Economic and Social Studies 


Vor. XXI, No. 3, SEPTEMBER 1953. Allocation and Programming in 
Modern Economics: K. 8. Lomax. Wage Rates and Earnings in the 
Cotton Industry from 1946 to 1951: G. Evans. The Underlying Issues 
of the 1949-50 Engineering Wage Claim: A. Tattow. Employment for 
Women in the Development Areas 1939-51 : J. H. DUNNING. 


The Economic History Review 


Vout. VI, No. 2, DEcEMBER 1953. English Population in the Eighteenth 
Century : H. J. Haspaxxux. - Naval Dockyards under the Later Stuarts : 
D. C. Coteman. Russian Financial Policy and the Gold Standard at 
the end of the Nineteenth Century: O. Crisp. Overseas Trade in the 
Reign of Henry VII : The Evidence of Customs Accounts : P. RAMSEY. 


Population Studies 


Vout. VII, No. 2, NovemBer 1953. Social and Psychological Factors 
Affecting Fertility : C. V. Kiser and P. K. WHELPTON. Age at Marriage 
and Proportions Marrying: J. Hasnau. The Derivation of Fertility 
and Reproduction Rates from Restricted Data on Reproductive Histories : 
W. Brass. Analysis of Patterns of Immigration and Absorption of 
Immigrants: S. N. Etsenstapt. Natural Increase of the African 
Population of British East Africa: C. J. MARTIN. 


The Sociological Review 
Vout. XLIV, Section 4, 1952. The Contribution of Psychopathology to 
Sociology : J. H. Ross. 
Vout. XLIV, Secrion 5, 1952. Job and Health in a Shipyard Town : 
K. C. WicG@ans. 


International Affairs 


Vout. XXX, No. 1, January 1954. Communism and Islam: B. Lewis. 
The Background of Russian Sea Power: A. CourtnEY. Syria Today : 
A. CARLETON. ‘he International Court of Justice: E. HamsBro. Satel- 
lite States in the Post-Stalin Era: G. Lias. The Decline of the West in 
the Middle East: A Jewish Comment: N. Bentwicu. The Racial 
Picture in the Southern States of the U.S.A. : M. B. ABRAM. 


The Political Quarterly 


Von. XXIV, No. 4, OctopER—DECEMBER 1953. Commercial Television. 
Commercial Television: The Argument Examined: H. Morrison. 
Monopoly and Broadcasting: Lorp BEvERIDGE. Television and the 

No. 253.—voL. LXxIv. o 
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Young Viewer: M. Stocks. B.B.C. or Commercial Radio: S. Taytor. 
The Nature of ‘‘ Competitive’ Television : N.Coturns. Broadcasting in 
other Countries: LorD SIMON OF WyTHENSHAWE. Public Control of 
Commercial Television: E. DAvirms. The Hiss Case : R. H.S. Crossman, 

VoL. XXV, No. 1, January—MarcnH 1954. Capital Punishment: Lorp 
CHoruLEY. Korea and the Balance of Power: C. Bett. The British 
Communist Party: E. J. Hopspawn. The Transport Act, 1953: C. 
GRUNFELD. The Volta River Aluminium Scheme: R. B. Davison, 
Italian Crisis: N. Jucker. Party Politics and Local Government in 

Wales : T. BRENNAN, E. W. Cooney and H. Portus. Recent French 

Books: J. P. MAYER. 


















Political Studies 


Vou. 1, No. 3, OcroBER 1953. Parliament and Foreign Policy in Sweden : 
N. Exper. The Significance of the Campaign in General Elections : 
H. Portis. Civil Servants in Washington: II: The Higher Civil 
Service and its Future: R. N. Spann. Discipline and Loyalty in the 
French Parliament during the Pinay Government : P. CAMPBELL. 










Soviet Studies 


Vou. V, No. 3, January 1954. Some Notes on the 1953 Budget and the 
Peasants: A. Nove. The Decisions on Agriculture : R. SCHLESINGER. 
Soviet Housing—the Historical Aspect : A. Buock. 












Accounting Research 


Vou. 4, No. 4, OctoBeR 1953. The Finance of Public Companies—an 
Exploratory Study of Two Industries: A. Lusorr. Income and Capital 
in Income Taxation—Distributions by Companies: H. Epry. The 
Mathematics of Variance Analysis: II: G. Amerman. T'he Mathe- 
matics of Variance Analysis and the Possibilities of its Application : 
K. C. Banersezr. The Formal Principles of Public Company Account- 
ing: F. Sewett Bray. The Distinction between Sub-Accounts and the 

Sides of an Account: M. N. Montetro. 














The Incorporated Statistician 
Vou. 4, No. 3, OctroseR 1953. Road Accidents: G. Prys WILLIAMS. 
Correlation for the Non-Mathematician: J. Keen and A. N. JAMgs. 
Annual Conference. The Statistical Approach to Weights and Measures: 
D. J. Desmonp. Retail Audit Research: J. A. P. TREASURE. Some 
Notes on Occupations and Socio-Economic Groups : L. PARKINSON. 













The Banker 


Vout. CI, No. 334, NovEMBER 1953. Primrose Path ? Evolving a Monetary 
Policy. Where the United Nations is Wasting Money : M. AARONSON. 
Aircraft for Export: M. S. Gouprine. France's Familiar Crisis: 
C. R. Harcrove. Scotland—an Economic and Industrial Survey: 
Scotland’s Industrial Future: W. J. Jenkins; Shipbuilding: The 
Steel Bottleneck : D. Murray; Why Scottish Coal Output is Lagging: 
A. CONNER. 

Vout. CI, No. 335, DECEMBER 1953. Liberalising the Tories. From E.P.U. 
to I.M.F. Farming Policy in Perspective. American Trends and 
British Policy: T. Batocu. Trade Behind the Curtain: 8S. Scuatt- 
MANN. Disinflation in Israel: H. Scutoss and H. Mininer. What 
Future for Industrial Assurance ? 

Vou. CII, No. 336, January 1954. Tasks for the Sydney Conference. 
America : More Abundance or Less? : J. E. HartsHorn. Why Attack 
“* Take-Overs”??: H. Cowen. Legal Aspects of Take-Over Bids: S. G. 
Maurice. Clouded Outlook for the Reserves: A. R. Conan. Australia 
in the Sterling Area: J. O. N. Perkins. A Hundred Years of Eastern 
Exchange Banking : G. Tyson. 
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The Bankers’ Magazine 


No. 1316, NovEMBER 1953. Fairly Even Course. International Survey : 
H. E. Evirr. A Disappointing Surplus : J. HUNSWoRTH. 

No. 1317, DeceEMBER 1953. Elusive Recession. Charges and Services : 
W. Riptey. At the Sign of “‘ The Anchor.” A Branch is Born. 

No. 1318, January 1954. Confounding the Issues. The Frontiers of 
Europe: M.J. Bonn. Britain’s Best Customer. 


Barclays Bank Review 


Vou. XXVIII, No. 4, NovemBer 1953. Tariffs wnder G.A.T.T. Sources 
of Saving. The Sudan Gezira Scheme. 


District Bank Review 


No. 108, DecemBEeR 1953. Should Commodity Prices be Stabilised ? : 
A. J. Brown. The Future of Technological Education : D. G. Curisto- 
PHERSON. Farming in the North-west. 


Lloyds Bank Review 
No. 31, January 1954. The European Trade and Payments System : 
R. Marsourn. The House of Lords and its Reform: D. W. Brogan. 
The Evolution of Shopkeeping : B. YAMEY. 


Midland Bank Review 


NOVEMBER, 1953. Post-War Capital Development in Britain. Diminish- 
ing Scope of the Ministry of Food. Business Conditions in Scotland. 


National Provincial Bank Review 


No. 24, NOVEMBER 1953. The Young Worker in British Industry: A. E. 
Morean. Links with the Past. 


The Three Banks Review 


No. 20, DEcEMBER 1953. Agricultural Policy: Some Economic Results 
and Prospects: J. R. RaEBuRN. Man-Made Fibres: D. W. Hitt. 
An Early Scottish Development Corporation. 


Westminster Bank Review 


NOVEMBER 1953. Some Facts about the French Economy : B. DE JOUVENEL. 
The Hyperbarbarous Technology: A. 'T. Peacock. On Not Having it 
Both Ways: G. R. ALLEN. 


Journal of the Institute of Transport 


Vou. 25, No. 7, NOVEMBER 1953. Presidential Address: an Account of 
Stewardship: J. Exsot. Road Passenger Transport and Economic 
Laws: E. R. L. Frrzpayne. The Decline and Fall of London Tram- 
ways: C. F. Kuaprer. The Organisation and Functions of I.A.T.A. 
and I.C.A.0.: E. C. Murray. 


Planning 


Vout. XIX, No. 356, OcroBEeR 1953. Technical Aid after Three Years. 

Vou. XTX, No. 357, NoveEMBER 1953. Choosing University Students. 

Vou. XIX, No. 358, DecEMBER 1953. Schools under Pressure: I: The 
Shortage of Teachers. 

Vou. XIX, No. 359, DeceMBER 1953. Schools under Pressure: II: 
Buildings and Costs. 


Town and Country Planning 
Vou. XXI, No. 115, NovEMBER 1953. Industry’s Criticisms of Planning. 
School Playing Fields: Do They Take Too Much Land? ; L.C. KitcHIne. 
Opencast Mining. Revitalizing the Village: The Place of the School : 
M. G. Lirwetyn. Planning and Agriculture: W. ArTER. ‘‘ King 
Villages”? : A.B. Hupson. A New Colonial Town : C. W. DUMPLETON. 
Planning Education : The Manchester University School : L. B. KEEBLE. 
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Vot. XXI, No. 116, DeEcEMBER 1953. Houses, The Next Step: D. 
DonnELLY. JTCPA French Tour: F. J. Osporn. Glasgow and New 
Cumbernauld: E. MitcnHett. England’s Little Holland: Must it be 
Destroyed ?: K. W. Grimes. Harrow and the Hill: N. Pearson. 
Totteridge and its Preservation: M.S. Briaes. Short Cuts: H. Macz, 
Village Signs : P. H. LOvELL. 

Vou. XXIT, No. 117, January 1954. Success of the New Towns: F. J. 
Ossporn. Financial Factors of Planning: A. E. TELLING. Community 
Life and Industrial Output: 8S. H. Topp. Gardens in Harlow: L. E. 
WuitTE. The Church’s Opportunity: C. H. Butter. Providing for 
Education: B. E. Lawrence. The Importance of Playing Fields: 
W. Tuomas. Progress of New Towns to December 1953. A Look at the 
Shops: A. E. Hammonp. Social Facilities : Deputation to Ministry : 
D. R. Mortarty. An Industry Moves to Crawley : C. H. Currriss. A 
New Border Town: P. E. R. Battgy. Corby’s Major Problem: K. H. 
TuRNER. Some Notes on Harlow: E. 8. Harris. The People are the 
Town : P.C. WALES. 


Cartel 


Vou. 3, No. 6, OcToBER 1953. Machlup on Monopoly: J. E. Vatzry. 
The Consumers’ Council in Norway: P. Séttanp. Self-Service— 
Realm of the Giants?: R. Evety. The Art of Registration. Two 
Swedish Cartels. Sharing the Sugar Market. ECOSOC Plays Safe. 


Progress (Lever Bros.) 


Vou. 43, No. 240, Autumn 1953. The War Against Hunger: Str H. 
BroaDitey. Trends in Trade Union Organization: B. C. RoBeErts. 
Lessons of Benelux: P. Kutn. Civilization and the Growth of Dental 
Disease: Str W. K. Fry. Industry and the Common Reader: Sir G. 
Barry. Education for Productivity: B. Hottowoop. Are Executives 
Paid Enough ?: R. Brrp. Venture in the Solomons. 


Hard Fibres 


No. 10, 1953. Hard Fibre Price Levels. World Situation. Trends in 
Manufacturing Countries: France. Market Reports. 


Statistical and Economic Review (The United Africa Company) 


No. 12, SepreMBER 1953. Kingsway Stores, Lagos. Textile Imports, 
British West Africa. 


Canadian Journal of Economics and Political Science 


Vou. 19, No. 4, NOVEMBER 1953. Perspective on Change in the Prairie 
Economy : G. E. BritNetLt. Newfoundland and the Labrador Potential : 
C. R. Fay. Delegated Legislation in Canada: J. R. Mattory. Statis- 
tics of Canada’s Balance of Payments: C. D. BiytH. Equilibrium 
Growth in an International Economy : H. G. JoHNSON. 


The South African Journal of Economics 


Vot. 21, No. 3, SEPTEMBER 1953. Economics as a Tool of Business Manage- 
ment: T.H. Ketty. The Notion of Money of Constant Value—Part I: 
W. H. Hurr. The Theory of International Trade—a New Approach : 
H. W. J. Wisnuotps. The South African Fishing Industry: W. H. 
Stoors. David Ricardo: O. Str. Cuat. 


The Indian Economic Journal 


Vou. I, No. 2, OctoBeR 1953. The State of Consumption Theory: B. 
Datta. The Economics of Restrictionism: 8S. R. Sen. The Supply of 
Labour to the Bombay Cotton Textile Industry, 1854-1951 : M.D. Morris. 
On the National Sample Survey Estimates of Consumption of Foodgrains 
in India: V. M. DanpEeKar. The Burden of Land Tazation in the 
Punjab (India) 1927-8 to 1949-50: S. B. RANGNEKAR. 
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Tata Quarterly 
Vou. VIII, No. 3, Jury 1953. Post-War Quantitative Import Restrictions. 
Economic and Financial Review, April-June 1953. Statistical Tables. 
Vou. VIII, No. 4, OcroBER 1953. Sterling Convertibility. Economic and 
Financial Review, July-September 1953. 


The Ceylon Economist 


Vout. 4, No. 2, Jury 1953. The Mission to China: S. P. AMARASINGHAM. 
The Kandyan Peasantry Problem: II: J. B. Ketecama. The Paddy 
Lands Bill: W. RupestncHEe. China’s Foreign Trade: T. Kao. 


Journal of the Statistical and Social Inquiry Society of Ireland 
Vou. XIX. Drifting to Absolutism?: F.C. Kine. Agricultural Education 
and Research: B. J. Szntorn. Economic Leviathans: J. JOHNSTON. 
The Northern Ireland Housing Trust: Sm L. O’BrIEN. Accounting 
and Economic Decision ; E.A.Gracre. The Economic Future of Northern 
Ireland: Str R. Nucent. The International Labour Organisation : 
B. STAFFORD. 


Social and Economic Studies 


Vou. 1, No. 3, Juty 1953. National Income and National Accounts : 
N.M.Srrrteet. Incentives to Private Investment as an Aspect of Develop- 
ment Programmes : A. F. EARLE. 

Vout. 1, No. 4, Aucust 1953. A Survey of Income and Consumption 
Patterns in Barbados : K.H.Straw. Currency and Banking in Jamaica. 
Social Structure in the British Caribbean about 1820: M. G. Smiru. 
Land Tenure and the Family in four Communities in Jamaica: E. 
CLARKE. 

Vor. 2, No. 1, SepremBer 1953. Industrial Training Methods: E. 
CaMPBELL. A Study of the Beliefs of the Akawaio: A. J. Burtt. 

Vou. 2, Nos. 2 and 3, OcroBER 1953. Social Stratification in Trinidad : 
L. BraitHwaitE. Motherhood Tables of the 1946 Census: G. W. 
ROBERTS. 

International Journal of Agrarian Affairs 

Vou. 1, No. 5, SepremMBER 1953. Land Settlement: The Making of New 
Farms. 

Economic Bulletin for Europe 

Vor. 5, No. 3, SECOND QUARTER 1953. Review of the Economic Situation 
in Europe during the Second Quarter of 1953. A Note on Index Numbers 
of Terms of Trade. Rent Control Policies in Western Europe. 


International Labour Review 


Vot. LXVIII, No. 3, S—EpTeEMBER 1953. Rent Policy in Western Europe : 
H. Umratu. The Labour Code for French Overseas Territories: An 
Answer to an Urgent Problem: P. Rivtire. Some Economic Considera- 
tions: P. Devinat. The Parliamentary Inquiry into Unemployment in 
Italy: R. Tremevtont. Productivity and the Trade Unions in France : 
R. RIcHARD. 

Vout. LXVIII, Nos. 4-5, OcrospeR-NOVEMBER 1953. International 
Balance in Social Security Costs: P. LaroquE and A. ZELENKA. The 
Effective Application of International Labour Standards: E. A. LANDY. 
The Common Employment Market for the Northern Countries : B. OLSSON. 
Raising Productivity in Israel: H. Fiso. An Indian Experiment in 
Rural Development : The Etawah Pilot Project : 8. K. Jatn. 

Vout. LXVIII, No. 6, DecemBer 1953. The Thirty-Siaxth Session of the 
International Labour Conference, Geneva, June 1953. Industrial Rela- 
tions in Great Britain: A Survey of Post-War Developments: H. 8S. 
Kirxatpy. Tribal Labour and Social Legislation in French Africa : 
SisteR MarrigE-ANDRE pu Sacré-Corur. Trade Unionism among 
Agricultural Workers in Chile : F. WALKER LINARES. 
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International Financial Statistics 


Vou. VI, No. 10, OcroBEeR 1953. Revision of IFS Price and Trade Dis. 
tribution Tables. Balance of Payments Statements for France, Brazil, 
Peru and Venezuela. 

Vout. VI, No. 11, NovemBEer 1953. Recent Changes in Monetary Policy. 
Syrian Money and Banking Statistics. 

Vou. VI, No. 12, DEcEMBER 1953. A Review of Chile’s Experience with 
Multiple Currencies. Reconciliation of Foreign Exchange Assets and 
Liabilities. 

Kyklos 

Vou. VI, No. 3, 1953. Depressed Zones and Economic Progress: F. 
Cuessa. Development of Underdeveloped Countries and the Economics of 
Poland since 1945: O. NatHan. Grundprobleme der Anthropologie in 
den U.S.A.: L. v. Wiese. Die Theorie vom Gffentlichen Nutzen: C, 
Gritti. The Theory of Inflation: G. AcktEy. Zum Problem der 
Wirtschaftssysteme : H. Bout. 


Economia Internazionale 


Vou. VI, No. 3, Aucust 1953. A Model of the Undulatory Economic 
Process: A. D. Brtrmovicu. Di alcune condizioni relative all’accres- 
cimento del reddito nazionale : A. FRANCHINI-STaPPo. Social Structure 
and Economic Growth : B. F. Hosexrrz. Intorno al concetto di sviluppo 
economico: V.MarramMa. Influences Regulating the Amount of Currency 
and the Institutional Problem of Money: J. RUEFF. 


Revue de V Institut International de Statistique 


Vou. 21, No. 1-2, 1953. Analyse générale des liaisons stochastiques : étude 
particuliére de Vanalyse factorielle linéaire: G. Darmois. The Organisa- 
tion of National Accounts Statistics in Under-developed Countries: a 
Report on Turkey: M. GitBert. ‘‘ Average Confidence” limits for 
binomial probabilities: H. C. HaMAKER. A Note on Heteroscedastic 
Errors in Regression Analysis : 8. J. PRats. 


The American Economic Review 


Vou. XLIII, No. 4, SepremBer 1953. The Theory of the Offset Factor: 
The Impact of Labor Disputes upon Coal Production : C. L. CHRISTENSON. 
The Burden of Soviet Taxation: F. D. Hotzman. Cyclical Turning 
Points : Canada, 1927-1939: FE. Marcus. Sraffa’s Ricardo: G. J. 
STIGLER. 

Vou. XLIII, No. 4, SepTeMBER 1953, SUPPLEMENT. Graduate Education 
in Economics : H. R. Bowen. 

Vou. XLITI, No. 5, DeEcemBER 1953. Mathematical, or ‘‘ Linear,” Pro- 
gramming: R. DorrMan. Vertical Equilibrium—Quality Competition : 
L. Aspsotr. ‘ Realism” in Policy Espousal: C. PuHmsroox. ‘“ Full 
Employment” 1955-1960 : R.S. WEINBERG. 


The Annals of the American Academy of Political and Social Science 
Vou. 290, NoveMBER 1953. The Impact of Atomic Energy. 


The Journal of Political Economy 


Vou. LXI, No. 5, OcToBER 1953. The Population Upsurge and the Ameri- 
can Economy, 1945-80: J. 8S. Davis. Conditions for a Social Welfare 
Function : J. ROTHENBERG. Professor Tawney : Essayist and Christian 
Socialist: F. H. Knicut. The Logic of Union Growth: J. SHISTER. 
Cardinal Utility in Welfare Economics and in the Theory of Risk-Taking : 
J.C. Harsanyi. Dirlam and Kahn on the A & P Case: M. A. ADEL- 
MAN; A Reply: J. B. DrruaM and A. E. Kaun. 

Vou. LXI, No. 6, DEcEMBER 1953. The Crédit Mobilier and the Economic 
Development of Europe: R. E. Cameron. New Soviet Economic Plan: 
Its Agricultural Aspect: V. P. TrmosHenko. Money and Business 
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Fluctuations in the Schumpeterian System: C. WarsBurton. Fiscal 
Policy in a Growing Economy: J. G. Gurtey. The Structure of Aggre- 
gate Saving : Correction and Addendum : J. N.Morean. 


The Review of Economics and Statistics 


Vou. XX XV, No. 4, NOVEMBER 1953. On the American Economy in 1960 : 
Projection, Prediction and Precariousness: K. E. Bounpine. Growth 
and Stability: S. H. Sticuter. Long-run and Short-run Adjustments : 
A. H. Hansen. First Tests of the Schuman Plan : H. MENDERSHAUSEN. 
The Impact of Steel upon the Greater New York—Philadelphia Industrial 
Region: A Study in Agglomeration Projection: W. Isarp and R. E. 
KuENNE. The Secular Trend in Income Distribution by Type, 1869- 
1948: A Preliminary Estimate: G. J. ScHuLLER. Veterans Transfer 
Payments and State per Capita Incomes, 1929, 1939 and 1949: H. G. 
SCHALLER. 

Econometrica 


Vou. 21, No. 4, OcroBER 1953. Le Comportement de 1 Homme Rationnel 
devant le Risque : Critique des Postulats et Axiomes del’ Ecole Americaine : 
M. Atuats. A Spatial Equilibrium Model of the Livestock-Feed Economy 
in the United States: K. A. Fox. Ona Pooling Problem from the Statis- 
tical Decision Viewpoint: W. D. FisHer. On the Optimal Character 
of the (s,S) Policy in Inventory Theory: A. DvoretTzxy, J. Krerer and 
J. Wotrowitz. Non-negative Square Matrices : G. DEBREU and I. N. 
HeERNSTEIN. A Theorem on the Construction of Voting Paradozes : 
D. C. McGarvey. 


The Journal of Economic History 


Vou. XITI, No. 3, Summer 1953. Agenda for the Study of British Imperial 
Economy, 1850-1950: W. K. Hancock. Agricultural Conditions in 
the Northern Colonies Before the Revolution: W. 8. Sacus. Business 
Attitudes Toward European Immigration, 1880-1900 : M. Heap. 


The Southern Economic Journal 


VoL. XX, No. 2, OcroBer 1953. Lffects of North-South Wage Uniformity 
on Southern Coal Production: G. G. Somers. The Impact of Muliti- 
Unit Bargaining on Industrial Relations: H. E. STEELE. Effects of the 
Taft-Hartley Act on Labor Agreements, 1947-1952: T. J. Luck. The 
Tax Status of Social Security Benefits: B. U. Ratcurorp. Wage 
Stabilisation—a Regional Eye View: S. Conen. Investment in Belgium 
in the Post-War Period : H. PRIcE. 


Harvard Business Review 


31, No. 5, SepTeMBER-OcTOBER 1953. Organizing for Defense : 
S. Durrretp. Management Communication and the Grapevine : 
K. Davis. Public Relations down to Earth: J. A. R. Prmtotr. How 
to Design the Salesman’s Compensation Plan: H. R. Tospau. A Pro- 
gram for Cost Reduction: B. Payne. Should Industry Move South? 
H. T. Lewis. Profitable Inventory Levels: F. B. Topp and I. Scuarr. 
Industry Calls in the Doctor: R.C. Pace. Plan your Retirement Activi- 
ties Karly: H. R. HA. 

Vou. 31, No. 6, NovEMBER—DECEMBER 1953. Politics, Pressure Groups, 
and the Businessman: R. F. Braprorp. Train Executives While 
They Work: R.C. Sampson. The Administrator's Skill : Communica- 
tion: F. J. RoETHLISBERGER. Automation—the New Technology: J. 
Dresotp. What Employees Want from Their Work: R. SALTONSTALL. 
Plan for a Secondary Home Mortgage Market: M. E. Cotean. Auto- 
matic Merchandising: W.B. ENetanp. Would Tariff Suspension Hurt 
U.S. Business?: H. 8S. Piqurt. Stimulating Private Investment 
Abroad: M. C. Contcx. FHzecutive Compensation : Tax Gimmicks vs. 
Incentives: A. Patron. The I.L.0.—Threat or Opportunity ?: G. P. 
DELANEY. 
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Explorations in Entrepreneurial History 

Vout. VI, No. 1, 1953-4. Social Attitudes, Entrepreneurship, and Economic 
Development: A. GERSCHENKRON. Social Adjustment in Business 
Management: W.Auprerson. Post Trading in the West: W.N. Davis. 
Introduction of Technological Changes in Industrial Plants : M. Srcau. 
The Recruitment of British Management : C. Erickson. 


Social Research 


Vou. 20, No. 3, AuTuMN 1953. Population and Food Supply: J. Vi. 
RicuTer. An Hxamination of Theories of Race Prejudice: 1. GRAEBER. 
Splinter Groups in American Radical Politics: R. J. ALEXANDER. 
Atheist Theocracy: E. Heimann. Public Housing: A Critique and a 
Proposal: M. 8. Baratz. Aspects of the Theories of W. I. Thomas: 
E. H. Votxart. The German Army in Retrospect : A. BRECHT. 

Review of Social Economy 

Vou. XI, No. 2, SepremBer 1953. The Challenge of Legal Supremacy : 
R. L. Koerner. International Trade Organizations: M. Seat. 
Some Aspects of the Irish Balance of Payments, 1948-1950: J. Ryan. 
Problems of Emergency Arbitration: J.V. Spretmans. The Role of 
Economic Theory in Policy-Making: W.H. Kirin. The English 
Major in the Economics Class : R. Warp. 


Journal of Farm Economics 


VoL. XXXV, No. 4, NoveMBER 1953. Linear Programming Applied to 
Feed-Mixing Under Different Price Condiiions: W. D. FisHer and 
L. W. ScHRUBEN. Lconomics in Agricultural College Curricula: J. D. 
Buiack. Agricultural Policy and Farmers’ Freedom: A _ Suggested 
Framework: D. D. HataHaway. Agricultural Integration in Europe : 
J. H. Ricster. Alternative Functions for Analyzing a Fertilizer—Y ield 
Relationship: P. R. Jonnson. Minimizing Grain Storage Costs: 
G. Tottey. Hedging Reconsidered: H. Worxine. Forage-Grain 
Substitution : Its Importance in the Economics of Milk Production : 
E. RAUCHENSTEIN. Proper Planning Reduces Research Errors: R. lL. 
ANDERSON. Agricultural Problems of the Middle West : L. D. ScHweEnc. 

Vou. XXXV, No. 5, DECEMBER 1953. Proceedings of the Annual Meeting 
of the American Farm Economic Association Meeting Jointly with the 
Western Farm Economics Association. 

Economic Geography 

Vout. 29, No. 4, OcroBER 1953. Community of Interest Areas in Western 
Europe—Some Geographical Aspects of Local Passenger Traffic : F. H.W. 
GREEN. Louisiana Iron Rock: J. McCarter and F. Knirren. he 
Outlook for the Gas and Oil Industry of Southwest France : G.G. WEIGEND. 
The Impact of Tourism on the Economy of Cape Cod, Massachusetts : 
L. M. ALEXANDER. Motoring in the Sahara; The French Raids of 1951- 
1953: B. E. THomas. Agricultural Shifts in the Ventura Lowland of 
California: H. F. Grecor. Patterns and Problems of Land Tenure in 
the Lesser Antilles : Antigua, B.W.I.: J.P. AUGELLI. 


Land Economics 


Vou. XXIX, No. 4, NovEMBER 1953. Flood Insurance : W.B. LANGBEIN. 
Some Problems of British New Towns: L. Ropwin. Middle Income 
Housing : The Co-operative Snare? : C. M. Haar. Co-operative Tech- 
niques and Effective Reduction on Housing Costs: R. Witucox. Land 
Reform and Industrial Development in Meiji Japan: I. I. Kramer. 
Cartographic Aids in Economics Research: J. B. Cuntver and A. D. 
FENTEM. 

The Journal of Accountancy 

Vou. 96, No. 4, OctoBER 1953. Stock Dividends and Concepts of Income : 

G. O. May. Premature Revenue Recognition: W. A. Paton. New 
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Changes in Federal Income-Tax Law: B. Harrow. Effect of Direct 
Costing on Company’s Accounting: T. R. Hostcx. The Thin Corpora- 
tion Problem: J. O. Kramer. Reasons for Encouraging Broader 
Utilization of Life: J.V.Van Pett. Building and Keeping a Clientele : 
D. FAGERBERG. Auditing Program of Audit Bureau of Circulations : 
J. K. Lasser. Finding Transposition Errors with Ruie of Nine: F. T. 
NEELY. Common Aims of Bankers, Accountants, Borrowers: W.G. F. 
PRICE. 

Vot. 96, No. 5, NOVEMBER 1953. Resurgence of the Balance Sheet ; W. W. 
WerRnITz. Consolidated and Parent Company Statements. Value to 
Individual of Adherence to Code of Ethics: L. G. Ketty. Lessening 
Tax Burden on Lump-Sum Income : C. B. Bayty. Useful Variations in 
Short-Form Audit Report: J. H. Myers. Profit-Sharing-Trust Retire- 
ment Plans: D. R. L. FRANKLIN. Answers to Uniform CPA Law 
Examination: F. C. BRADLEY. 

Vou. 96, No. 6, DEcEMBER 1953. Court Decisions and Income Determina- 
tion: 8.1. Simon. Elements in Solving Shortage of Accounting Person- 
nel: C.E.Jonnson. Problems in Taxing Partnerships : R.'T. WARNER. 
Internal Auditor's Function in Annual Audit: G.A. LEE. Accountants’ 
Failure to Deal with Effects of Inflation : M. E. PELOUBET. 


Revue d’ Economie Politique 


Vou. 63, No. 6, NovEMBER—DECEMBER 1953. Quelques considérations sur 
les rapports de la liberté et de propriété: R.GonNaRD. La naissance de la 
‘** Revue d’économie politique’ vue a travers la correspondance de Charles 
Gide et Léon Walras: C. GipE. Aspects actuels du contréle du crédit : 
C. Penetaou. Unité ou pluralité des cadres de comptabilité nationale : 
P, MAILLET. 
Revue Economique 


Vout. IV, No. 5, SepremBer 1953. La Modernisation de l’ Agriculture 
Francaise. La productivité du travail : H. Brousse. La modernisation 
de Vagriculture: J. Kuatzmann. Les plans de modernisation, 1946- 
1952: F. Hoururer. Le commerce des produits agricoles : J. CARREL. 
Fiscalité et para-fiscalité: P. Couttn. L’avenir de la viticulture fran- 
gaise: J. MituHavu. Les projets dexpansion agricole européenne: P. 
FROMONT. 

Vout. IV, No. 6, NovemMBER 1953. La rémunération progressive: A. 
Sauvy. Leontief et étude du circuit économique: J-R. BoUDEVILLE. 
La convertibilité internationale des monnaies: P. MENDES-FRANCE. 
Htudes sur les zones monétaires : la zone sterling, la zone escudo, la zone 
franc: F. Buiocu-Laint, J. Detias, A. Trysster D’OrFevIL, M. 
CourncierR. La situation économique : L-A. VINCENT and G. Matruys. 


Revue de Science et de Législation Financiéres 


Vout. XLV, No. 4, OcroBER—DECEMBER 1953. The Economic Position of 
Independent Japan : M. BRONFENBRENNER. The Executive Regulating 
Powers in Financial Matters: G. Morance. Repartition of Financial 
Making Powers between the Bund and the Laender in the German Federal 
Republic: F. TrrRHALLE. LEHconomic Legislation and Taxation: J. 
Durour. The Evolution and Basic Problems of the Spanish Taxation 
System: J. M. Nanarro. The Income Tax and Economic Fluctuations : 
C. CosTANTINO. 

VoL. XLVI, No. 1, JanuARY—MarcH 1954. Gaston Jéze: C. Rist, C. A. 

CoLLIARD, M. DuvERGER, H. LAUFENBURGER, M. CLUSEAU, P. CoULBOIS 

and L. TroraBas. Some Current Problems in Fiscal Theory: K. E. 

PooLe. Government Borrowing with a Sliding Scale for Interest Payments: 

L.Cartovu. Current Trends in Canadian Public Finance : F. A. ANGERS. 

Double Taxation of Savings: E. p’AtBERGO. The Spanish Tax 

System: J. M. Nawarro. French Public Finance : Does the Volume of 

the Composition of Budgetary Expenditure Affect more Economic Expan- 

sion?: H. Krier and P. te Bourva. The Budgets of French West 

Africa ; J. Lecartton. French Tax Legislation. 
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Population 

Vou. 8, No. 3, Juty-SEPTEMBER, 1953. Perspectives sur la population 
active européenne: J. Bourcerots-Picuat. Sur les origines de la con- 
traception en France: P. Arts. Vues sur la statistique des familles : 
L. Henry. Ltude démographique de quelques villages Likouala (Moyen- 
Congo): J. CROCQUEVIEILLE. Structure de la mortalité dans les familles 
consanguines : J.Sutrerand L. Tasan. La jeunesse dans la population 
active de la France: E. Pertrz. La localisation de quelques professions 
libérales dans Paris et le département de la Seine : J. Dartc. 


Journal de la Société de Statistique de Paris 


Vot. 94, Nos. 7, 8, 9, Jury, Aucust, SEPTEMBER 1953. Le hasard et les 
causes rythmées: G. BaupEz. Possibilité de calcul dun indice du coiit 
de la construction: P. Dewatn. Chronique des statistiques agricoles : 
M. CépzkpE. Chronique de production industrielle : P. VrENNOT. 


Annales de Sciences Economiques A ppliquées 
Vot. 11, No. 4, SEPTEMBER 1953. Apergu de la conjoncture économique en 
Belgique. Choix du type de hiérarchie: U. Vass. L’information des 
actionnaires : V. LEVAUX. 


Bulletin de V Institut de Recherches Economiques et Sociales 
Vou. XIX, No. 7, NovEMBER 1953. L’étude de la société urbain. Synthése 
de recherches: D. Szaso. Les Paroisses de Bruzelles, 1803-1951: 
F. Houtart. Une profession féminine : Vassistanie sociale : G. Corin. 
Vou. XIX, No. 8, DecemBer 1953. La conjoncture économique de la 
Belgique : M. Worrrin. 


Institut Universitaire d’ Information Sociale et Economique 
No. 4-5, 1953. Epargne et Investissements : G. J ACQUEMYNS. 


Schmollers Jahrbuch 
Vout. 73, No. 6, 1953. Alfred Vierkandt als Soziologe: F. Biitow. Die 
Hauptrichtungen der modernen Kredittheorie: B. IscuBotpin. Das 
Gesetz der wachsenden Zouverdnitat : J. GUMPERT. 


Wirtschaftsdienst (in German with English Air Mail Digest) 

Vot. 33, No. 10, OctoBER 1953. Ways and Limits of Financial Reform in 
Germany: W. Herrmann. The Major Tax Reform: H. Ritscut. 
The Rehabilitation of German Merchant Shipping (II): R. SrépreEr. 
Traffic Problems in the East Bloc : K. WressELy-Linz. 

Vou. 33, No. 11, NovEMBER 1953. Inflated Volume of Money ? Criticisms 
of Hurope’s Coal and Steel Community. New Role for T'rade Unions ? 
“Wage Dumping ”’—a Statistical Game of Dice: F. SpreGet-HALrtTer. 
Russia’s Agricultural Programme. The New Agrarian Policy in Yugo- 
slavia: D. Prsé1é. Rationalization Problems of German Agriculture : 
H. v.p. DECKEN and A. v. SETTEN. 

Vou. 33, No. 12, DEcEMBER 1953. The Deutschmark Mature for Convert- 
ibility ? Is European Integration Really Getting On? France’s Present 
Economic and Currency Position and its Effects on European Integration : 
J. Guiton. How to Attract American Investment Capital to Germany : 
R. G. WERTHEIMER. 


Zeitschrift fiir Nationalékonomie 
Vou. XIV, No. 1, Octroper 1953. Leo Illy (Schénfeld): H. Maver. 
Amerikanische Beziehungen zur wirtschaftlichen Integration Europas : 
T. SurANyIuNGER. Zur Problematik der Wechselkurse in Osterreich : O. 
DANNEBERG. Zur Okonometrischen Behandlung Wirtschaftlicher Ganz- 
heitsprobleme (Dargestellt Insbesondere am Verhdltnis des Preises zu 
Seinen Kosten- und Gewinnbestand-teilen) : O. Kiune. Der Trugschluss 
in der Lehre vom Giittermaximum: H. ALBERT. Zur Entwicklung der 
Preistheorie in Deutschland: J. SzNauovicn. Zur LErinnerung an 
Alfonso de Pietro-Tonelli : O. WEINBERGER. 
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Wirtschaft und Statistik 


Vout. 5, No. 10, OcToBER 1953. Die landwirtschaftliche Bevilkerung und 
die Erwerbspersonen in der Land- und Forstwirtschaft : K. HorstMAnn. 
Verdnderungen im Arbeitskrdaftebestand der Land- und Forstwirtschaft : 
W.Scumipt. Das Lohngefiige in der Bundesrepublik (II): P. DENEFFE. 

Vou. 5, No. 11, NovVEMBER 1953. Die Bilanzen der Aktiengesellschaften in 
den Jahren 1950 und 1951. 

Vou. 5, No. 12, DECEMBER 1953. Zur Bevélkerungspolitischen Lage in der 
Bundesrepublik Deutschland: K. Horstmann. Vorausberechnung der 
Bevilkerung in der Bundesrepublik Deutschland bis zum Jahre 1972: 
K. HorstMann and F. Hace. Die Umsiitze der Unternehmungen: W. 
Anton. Nettoproduktionswerteder Industrie des Bundesgebietes im 
Jahr 1950: K. WERNER. Die Bundesrepublik Deutschland im Aussen- 
handel Westeuropas und der Welt 1950 bis 1952: J. GUNTHER. Die 
Gesamtausgaben der Gffentlichen Verwaltung im Rechnungsjahr 1951: 
K. Herrmann. Zahl und Bruttolohn der Lohnsteuerpflichtigen: K. 
HERRMANN. 


Jahrbiicher fiir Nationalékonomie und Statistik 


Vou. 165, No. 5-6, DECEMBER 1953. Die Bedeutung des Akzelerations- 
prinzips fiir die Dynamisierung der Keynes’schen Systems: K. Rose. 
Die Problematik der Stagnation im wirtschaftlichen Wachstumsprozess : 
K. Branpt. Wiistungen und Preisfall imspdtmittelalterlichen Europa : 
W. AsEet. Horten und Hortungsvorliebe: W. UNGERER. Zur Kritik 
der Lehre vom Grenznutzenniveau, eine Erwiderung an Wilhelm Krelle : 
A. Maur. Replik: W. KRELLE. 


Zeitschrift fiir die Gesamte Staatswissenschaft 


Vou. 109, No. 4, 1953. Historischer Riickblick auf die Entwicklung der 
Psychologie der Arbeit und der Akkumulation: C. Grint. Gesellschaft- 
liche Strukturwandlungen und nationalékonomische Theorie : H. SuuTan. 
Produktivitdtssteigerung: H. BAYER. Alktivitdtsanalyse der Produktion 
und des Wirtschaftens: M. Beckman. Das Quantenproblem in der 
Produktionswirtschaft : D. ScumipT. 


Die Weltwirtschaft 


No. 2, 1953. Weltwirtschaftlicher Uberblick. Ldénderberichte. Markt- 
berichte. Amerikanische Institutionen im Dienste der Wirtschaftsstabil- 
isierung: R. BINDER. Steuerprobleme der Montanunion : W. ALBERS. 
Die Einkommensentwicklung in der westeuropdischen Landwirtschaft : 
U. Ewan. 


Allgemeines Statistisches Archiv 


Vox. 37, No. 3, 1953. Beklemmungen gegeniiber der Statistik in Deutschland: 
K. Krizecer. Die Bedeutung der zeitlichen Auswahl bei Erhebungen, 
insbesondere bei Reprdsentativerhebungen: H. Trisstept. Uber die 
Anwendung von Stichprobenverfahren zur Kontrolle der Bearbeitung von 
Kartei- und Erhebungsunterlagen: H. Zinpter. Die Volkszaéhlung 
1953 in Jugoslawien: V. Bonaé. Conurbation in Grossbritannien : 
A. Ktun. Probleme der Baupreisstatistik und Baupreisindexberechnung : 
P. DENEFFE. 


Bayern in Zahlen 


Vou. 7, No. 9, SEPTEMBER 1953. Die Ehescheidungen in Bayern 1952: 
R. Mats. Die Todesursachen in Bayern im Jahre 1952: C. Minur. 
Der Gemiiseanbau in Bayern 1953: J. E1cuincer. Die Industrie der 
Heimatvertriebenen in Bayern: J. MAyrR-ERLACHER. Weitere Zunahme 
des bayerischen Exports im 1 Halbjahr 1953 : J. Lerpner. T'otalerhebung 
tiber den Fremdenverkehr Bayerns im Fremdenverkehrsjahr 1951-52 : 
J. Lerpner. Arbeitsunfdlle und Berufserkaankungen in Bayern: E. 
Scumipt. Die Wohnungsmieten in Bayern: F. ENGEL. 
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Vou. 7, No. 10, OcroBER 1953. Die bayerischen Stadt- und Landkreise : 
H.Lexumann. Die Krankheiten mit riicklaufigen Sterbezahlen : C. Mitutz, 
Handelsdiingerversorgung der bayerischen Landwirtschaft im Diingejahr 
1952-53 : F. Intner. Die Untermietverhdlinisse in Bayern: F. ENGEt, 
Die Rundfunkdichte in Bayern : J. LYEPNER. 

Vou. 7, No. 11, NovemMBer 1953. Die Schlepperverwendung in der bayer- 

ischen Landwirtschaft: J. Raas. Die Bodenbenutzungserhebung 1953 : 

J. E1tcHInGER. Die Getreideernte 1953: J. Etcu1ncer. Die Lage der 

bayerischen Wirtschaft zu Beginn des Herbstes 1953 : H. Ranz. Betrieb- 

serhebung im Beherbergungsgewerbe zum 1 April 1953: J. LErpnsr, 

Hohe Spiel- und Wettumsdtze in Bayern: R. ScHNEIDER. Die Kriegs- 

folgenhilfe im Rahmen der Gffentlichen Fiirsorge: E. Scumipt. Der 

Einfluss der Gemeindegrésse auf di Verbrauchsstruktur : H. ScHMUCKER. 


Vierteljahrshefte zur Wirtschaftsforschung 


No. 4, 1953. Zur konjunkturellen Situation: A. WissteR. Die Ergeb- 
nisse der vierteljdhrlichen Volkswirtschaftlichen Gesamtrechnung fiir die 
Bundesrepublik : Drittes Quartal 1953 : F. Grinic and H. ScHIMMLER. 
** Investieren”’? und ‘‘ Sparen”? im Rahmen der Volkswirtschaftlichen 
Gesamtrechnung : F. Grinic. Deutschlands Bevélkerungsverluste durch 
den zweiten Weltkrieg: B. GueitzeE. Der Interzonenhandel Deutschlands 
von 1946 bis Mitte 1953: F. Feperav. Strukturwandlungen im west- 
deutschen Personenverkehr : H. Orto. 


Europa Archiv 


Vou. 8, No. 19, OcToBER 1953. Die Notwendigkeit eines ewropdischen 
Kartenwerks : W. Kratuert. Der zivile Bevilkerungsschutz im Aus- 
land: W. von Dreistnc. Grossbritannien und die LEuropdische 
Zahlungsunion : H. CAMMANN. 

Vot. 8, No. 20, OcToBER 1953. Der Fall Karpathorussland : Ein Beitrag 
zur Entstehungsgeschichte des Kalten Krieges : J. W. BRUGEL. 

Vou. 8, No. 21, NoveMBER 1953. Zur Entwicklung der deutschen Sprache 
in der sowjetischen Besatzungszone: W. RicuterR. Die Sozialarbeit der 
Briisseler Paktmdchte im Rahmen einer europdischen Sozialpoitik : H. 
VOLLE. 

Vou. 8, No. 22, NOVEMBER 1953. Das Kolonialproblem als Aufgabe der 
Europaforschung: R-J. Gurron. Probleme der Franzésischen Union : 
VIII: Die Franzésische Union und die Europdische Einigung: R-J. 
GUITON. 

Vou. 8, No. 23, DECEMBER 1953. Hinwirkungen der russischen Literatur 
auf die Literatur der sowjetischen Besatzungszone in Deutschland: K. 
WERNER. Studien zum Féderalismus. Ergebnisse einer amerikanischen 
Untersuchung iiber die Probleme einer europdischen Staatengemeinschaft. 

Vou. 8, No. 24, DEcreMBER 1953. Studien zum Féderalismus. Ergebnisse 
einer amerikanischen Untersuchung iiber die Probleme einer europdischen 
Staatengemeinschaft. 

Vou. 9, No. 1, January 1954. Aufgaben und Funktionen der wissen- 
schaftlichen Institute auf den Gebieten des Vélkerrechts, der Zeitgeschichte, 
der Wissenschaft von der Politik und der internationalen Beziehungen : 
E. MENZEL. Die soziale Arbeit des Europarates: H. PFEFFERMANN. 
Supranationaler Rechtsschutz: Sein Umfang und seine Organisation 
innerhalb der europdischen Gemeinschaft : F. BREITNER. 


Weltwirtschaftliches Archiv 


Vou. 71, No. 1, 1953. Saving, Investment and Imperialism : L. J. ZIMMER- 
MAN and F. GrumpBacu. Wachstum und Entwicklungsaussichten der 
amerikanischen Wirtschaft: W. G. Horrmann. Probleme einer Ko- 
ordination der Wirtschaftsformen: T. Suranyt-UNGER. The Partial 
Equilibrium of a Continuous Space Market: M.J. Beckmann. British 
Monetary Policy 1945-1952 : J. LANNER. 
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Monatsberichte des Osterreichischen Institutes fiir Wirtschaftsforschung 


Vou. XXVI, No. 9, SepremMBER 1953. Die wirtschaftliche Lage in Oster- 
reich. Osterreichs handelsvertragliche Beziehungen seit Kriegsende. 

Vou. XXVI, No. 10, OcroBER 1953. Die wirtschaftliche Lage in Oster- 
reich. Der Bundesvoranschlage 1954. Der Schweinemarkt im Jahre 1954. 

Vou. XXVI, No. 11, NovEMBER 1953. Die volkswirtschaftliche Bedeutung 
der Einkommensteuerreform: Die wirtschaftliche Lage auf einzelnen 
Gebieten. Zur Erhéhung der Personentarife der Osterreichischen Bundes- 
bahnen. . 


Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik 
Vout. 88, No. 5, OcroBer 1953. Zur Frage der Rechenbarkeit des sub- 
jektiven Wertes: H. Mayer. Open Market Operations in English 
Central Banking: R. 8S. Sayers. Die schweizerische Kapitalverkehrs- 
bilanz: G. JaquemMetT. Uber Wirtschaftsprognosen: L. A. Haun. 
Eine Haushaltungsrechnung Uber fiinfzig Jahre : O. H. JENNY. 


Aussenwirtschaft 


Vou. 8, No. 3, SEPTEMBER 1953. Betrachtungen zur Aussenwirtschafts- 
politik: H. BacumMann, A. BossHarpt and F. Lirorr. Die Kon- 
junkturassichten in den Vereinigten Staaten von Amerika : G. HABERLER. 
Die Wiedereinschaltung Deutschlands in den Welthandel nach dem zweiten 
Weltkrieg: F. Baapr. Probleme der Exportrisikogarantie : H. ALLENS- 
PACH. 


Statistische Vierteljahresschrift 


Vou. VI, No. 1-2, 1953. Die Anderung des Zahlenverhdltnisses der aktiven 
und nichtakiven Bevélkerung Osterreichs durch den Geburtenund Ster- 
beriickgang 1910 bis voraussichilich 1969 : W. WINKLER. JIndexzahlen- 
probleme: W. WINKLER. Zur Theorie des Konjunkturtestes: O. 
AnvERSON. Das Betriebssprkirum: A. ADAM. Ein Beitrag zur Testung 
der Panmixie : W. OSSADNIK. 


De Economist 


Vot. 100, No. 10, OcToBER 1953. Wereldbevolking en wereldvoedselpro- 
ductie: H. J. Frretema. Concurrentie, kartellering en kartelwetgeving : 
H. HOELEN. 

Vou. 100, No. 11, NOVEMBER 1953. Enige kwantitatieve aspecten van het 
probleem der hulpverlening aan onderontwikkelde landen: H. Tuer. 
Notitie betreffende Karl Marx’ bijdrage tot de economische theorie: L. H. 
KuaassEn. Economische en sociale kroniek : W. J. Vv. D. WOESTIJNE. 
Internationale economische kroniek : E. D. DE MEESTER. 

Vou. 100, No. 12, DEcEMBER 1953. 4Hrt sociaal element in het economisch 
leven: T. P. v. p. Kooy. Het ontwerp-Ziekenfondswet : S. J. RaDE- 
MAKER. Economische en sociale kroniek : W. J. Vv. D. WOESTIJNE. 


Ekonomisk Tidskrift 

Vou. LIV, No. 4, DrecemMBER 1952. Innovations and the Cumulative 
Process : JoHAN AKERMAN. This article argues that the achievements 
of the Stockholm School, as compared with the ideas of Wicksell and of 
Veblen, Mitchell and Schumpeter, constitute a return to classical 
equilibrium analysis. For example, the theory of the Stockholm School 
is held to be valid in all political, economic and monetary structures, 
whereas Wicksell was trying to explain a particular situation—the 
development of prices in gold-standard countries in the last three decades 
} of the nineteenth century. Another reason is that the ‘‘ dynamic ”’ role 
of innovations has been replaced in Stockholm analysis by “ anticipa- 
tions.”” The author sketches the requirements of what he calls a 
“causal analysis.””’ The Application of the Theory of Games in Economics : 
C. WELINDER and G. BERGENDAL. In the main von Neumann and 
Morgenstern confined themselves to the application of their theory to 
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market problems in the narrow sense. This article discusses its appli- 

cation to the macro-economic sphere, the labour market and the 
distribution of income. 

Vout. LV, No. 1, Marcn 1953. On the Grounds for the Existence of Interest : 
G. Arvipsson. A discussion of BOhm-Bawerk’s theory of interest and 
of various criticisms of it, particularly that of Irving Fisher. 

Vou. LV, No. 2, June 1953. Some Reflexions on Research Projects in the 
Social Sciences: JouaNn AKERMAN. An inaugural lecture given at a 
joint seminar in Lund University covering work done in the fields of 
economic history, geography, economics, sociology, statistics and 
government. Examples of projects involving contributions from 
several disciplines are as follows: the development of Swedish Provinces 
under industrialism; social groups, economic fluctuations and election 
results in Sweden in the parliamentary era; the economic and social 
background of farmers’ organisations; the significance of wars in the 
evolution of society; the impact of technical development on the 
transformation of society; fluctuations in natural increase and their 
bearing on the evolution of society ; criteria of social value in an advanced 
industrial society. On Simultaneity in Economic Models: Racnar 
BenTzEL and Bent Hansen. A contribution to the discussion in- 
spired by Haavelmo’s article in Econometrica (1943), ‘‘ The Statistical 
Implications of a System of Simultaneous Equations.” The debate on 
the merits of simultaneity and non-simultaneity cannot be resolved in 
a clear-cut manner; both types of model have their uses, and the 
choice must depend on the particular problem in hand. 


Giornale Degli Economisti e Annali di Economia 

Vout. XII, No. 9-10, SepremBeR-—OcToBER 1953. Achille Loria nella 
Storia del Pensiero Economico Italiano: A. Fossatit. La Posizione 
dell’?Uomo nel Pensiero Economico Contemporaneo: F. Vrro. La 
Fecondita Matrimoniale in Italia dal 1930 al 1950: L. Lentr. La 
Ricerca delle Leggi Economiche Mediante ’Interpolazione dei Dati Statis- 
tict: G. Sensrnt. L’Economia Meridionale e il sui Sviluppo: G. R. 
VELLA. 


Rivista Italiana di Economia Demografia e Statistica 


Vou. VI, No. 3-4, JuLY—-DECEMBER, 1952. Aitti della XIV Riunione 
Scientifica della Societa Italiana di Economia Demograjia e Statistica. 


Review of the Economic Conditions in Italy (Banco di Roma) 
Vot. VII, No. 6, NovEMBER 1953. Revisionary Trends and Apprehensions 
Regarding G.A.T.T.’s Future: F. Coprota p’AnnA. Tialian Forests : 
A. MerenpI. Italy’s Railway Problem: G. DELLA Porta. 


Banco Nazionale del Lavoro Quarterly Review 
Vot. VI, No. 25, APRIL-JUNE 1953. A Second- Year Review of Mr. Butler’s 
Monetary Policy: R. 8. Sayers. Italian Economic Developments in 
1952 as Reported by the Bank of Italy: V. Lutz. Some Aspects of the 
Italian Demographic Situation: the First Results of the 1951 Census: 
N. Fepericit. Vhe Natural Gas Industry in Italy. Central Banking 
in the Commonwealth : D. Rowan. 


Italian Affairs 
Vot. II, No. 6, NovEMBER 1953. Trieste and Italy. 


L’ Industria 


No. 3, 1953. Analisi delle modificazione strutturali dell’economia italiana: 
H. B. Coenery. La programmazione lineare ed il metodo del simplesso : 
S. Ricossa. Ricerca econometrica sulla domanda e Vofferta di tessuti di 
cotone in Italia dal 1928 al 1938: A. Prepetti. La poverta dello 
storicismo ;: C. POPPER. 





















bi i Ee i it i a ed 


Tre lU!]!H]H!CUCUCTLCHOOUCE 


MAS 








1954] RECENT PERIODICALS AND NEW BOOKS 207 


Boletin de Estudios Economicos 


Vor. VIII, No. 30, SepremBer 1953. En Torno a la Contribucién General 
Sobre la Renta: C. A. Carcta-QuintTana. La Sociedad Total: J. A. 
FERNANDEZ. De las Soluciones a la Depreciacién Monetaria: J. A. 
SANCHEZ-ASIAIN. La Estructura de la Balanza Comercial Espatiola : 
J. L. Ezcurpia. 


Revista Brasileira de Economia 
Vou. 7, No. 3, SzepremBer 1953. Problemas do Desenvolvimento Econé- 
mico: I. Sets Conferéncias do Professor Arthur F. Burns. II. A 
Sensibilidade do Sistema Bancdrio Nacional : J. Kinaston. 


Revista de Economia 
Vou. VI, No. 3, SEPTEMBER 1953. Sobre a productividade da industria no 
Brasil: N. F. DE FIGUEIREDO. Teoria da amostragem e estatistica 
matemdtica : ensaios de recepcgao e ensaios de hipdteses : G. DE CASTRO. 
Prémio de risco e prémio de reserva em seguros de vida : A. DAC. MrRANDA, 
Os impostos pessoais sobre os rendimentos e o imposto complementar : 
V. MorEIRA. 


El Trimestre Economico 
Vout. XX, No. 3, Juty-SepremMBerR 1953. LE fectos econdédmicos de ciertas 
practicas de cambios miltiples: J. Marsnaty. La planificacién de 
Colombia: A. Garctfa. La asistencia técnica transformadora: A. E. 
CatcaGno. El ‘* Comercio esterior de México”? de Miguel Lerdo de 
Tejada: R. A. Potasn. La reforma agraria de Bolivia: E. FLorss. 


The Economic Review (in Japanese) 


Vou. 4, No. 3, Juty 1953. A Contribution to the Dynamic Theory of 
International Economics: H. Kiramura. The Trade of Southeast 
Asia: Y.Iracaxt. The Methodological Framework for Japan’s Foreign 
Trade Policy : 8. Tsuru. 

Vout. 4, No. 4, OcroBER 1953. Classical Theory of Technical Development : 
T. SHionoya. Land Reform and Industrialization in China: Y. Mura- 
Matsvu. Consideration of the Long-Term Deflators : R. Iocut. 


The Annals of the Hitotsubashi Academy 


Vou. III, No. 2, Aprit 1953. Accumulation of Capital in the Japanese 
Economy: I. Nakayama. A Note on ‘‘ Long Term Changes in the 
National Product of Japan’”’: K. Onxawa. The Development of War- 
time Reproduction Theories in Japan : K. Nonomura. Real and Money 
Income Multiplier: M. Sutnowara. Interrelations between ‘‘ Ginme”’ 
Bar Silver, the Mexican Silver Dollar, and Foreign Exchange Rates during 
the Early Meiji Era: S. Yamacucui. Are Japanese Turu and Ito 
Related to Korean Turumi and Sil Respectively?: T. Kamer. The 
“* Boxers” in 1898-1899, ihe Origin of the *‘ I-ho-chuan ” uprising, 1900 : 
Y. Muramatsu. The Basic Idea of Fiscal Science : H. Ivo. 


Statisztikat Szemle (Hungarian text) 

SEPTEMBER 1953. Let Us Struggle for the Accuracy of Cost Price Calcula- 
tions in the Building Industry: A. K6vesp1-Haspvu. Reserves for 
Cutting Turnover Costs in State Retail Trade: G. Pretrosyan. The 
Calculation in Wholesale Prices of Unfinished Production in the Deter- 
mination of Total Output in Engineering Enterprises: G. EDELGAUZ. 
The New Tasks of Cost Statistics: L. Tuu. The Position of Technical 
Statistics in the Building Industry: G. LAzt. Questions of Statistical 
Analysis of Procurement Enterprises: O. Pattact. The Classification of 
Workers and Employees in Planning : N. ERHARD. 

OcroBER 1953. Statistics: K. MixszArH. The Reform of Statistical 

Reporting in the Ministry of Building : I. HuszAr and J. Tar. On the 

Method of Selection of Families of Workers, Employees and Collective 
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Farmers for the Collection of Household Budget Data: S. Postntxov. 
Some Problems in Livestock Statistics: J. Arvay. The Conditions 
Required to Ensure the Accuracy of Statistical Reporting by Enterprises : 
G. BArs. Reform of the Statistical Work of the Industrial Section of the 
Budapest Municipal Council. Statistical Observation of the Quality of 
Coal: F. LANyI. 


Voprosy Ekonomiki (Russian text) 


No. 8, 1953. The Outstanding Events in the History of the Communist 


Party of the Soviet Union (50th anniversary of the II Congress of RSDWP). 
Some Problems of the Pattern of the Soviet Trade Turnover : P. OREKH- 
ovicH. Ways to Utilise Internal Reserves in Medium-sized and Small 
Engineering Enterprises (the Example of the Novosibirsk Factory): N. 
Sacuko. The Importance of Up-to-date Techniques for Increasing 
Agricultural Production in the U.S.S.R.: N. SuHaBarin. The Conflict 
between the Principal Capitalist States for Colonies and Dependent Terri- 
tories: I. Lentn. The European Coal and Steel Community and the 
Controversities among its Participants: R. Tsvytev. The Subject 
Matter of Transport Economics : T. Kuacuaturov. The Pauperisation 
of United States Farmers: E. Suirrin. The Struggle of the Kenin 
People for Land and Freedom : B,. ALEXANDROV. 


No. 9, 1953. Towards New Upsurges in the Socialist Economy. The 


Imperialist Struggle for Strategic Materials: A. Santatov. The Econo- 
mic Expansion of Western German Monopolies: N. ZHuKov and G. 
GRIGOREV. Anglo-American Rivalry in Canada: V. SUSHCHENKO. 
Works of Russian Manufacturers at the End of the XVIII Century: 8. 
Strumitin. Characteristics of the Economic Views of N.I. Ziber: N. 
TSAGALOV. Questions of Sector Economics : M. KAmMySHIN. 


No. 10, 1953. A Magnificent Programme for the Upsurge of U.S.S.R. 


Agriculture. The Problem of Form and Contents of Various Economic 
Categories During Socialism : D. Trironov. The Tasks of Stockbreeding 
Development: A. SHCHERBAKOV. Klectrification as an Important Way 
to Further Strengthen the Material-technical Basis of Agriculture: A. 
KHANKOVSKY. Agrarian Reform and its Significance in the Development 
of the Resources of the Chinese People’s Republic: V. MASLENNIKOV. 
Chronic Unemployment during the General Crisis of Capitalism: M. 
Gutsayt. The Struggle for the Further Increase of Agriculture in the 
European People’s Democracies: V. 'TikHomiroyv. The Struggle of the 
Vietnam People for National Independence and Democracy : 8S. Mxutrt- 
ARYAN. Questions of the History of Russian Economic Thought (Discus- 
sion on Volume I of A History of Russian Economic Thought of the 
Economic Institute of the Academy of Sciences of the U.S.S.R.). Questions 
of the Generalisation of Advanced Production Experience : N. NAROVYANSKY 
and A. RoTstEIN. 


Planovoe Khozyaistvo (Russian text) 


No. 4, 1953. The State Plan is a Law, Obliged to be Fulfilled. The Planning 





of the Economic Development of Economic Regions: V. KOSTENNIKOV. 
The Continual Increase of Labour Productivity in Socialist Production : 
M. Yampotsky. Standardisation and Quality of Production: A. 
VYATKIN. T'he Use of Chemicals in Productive Processes in the U.S.S.R. 
National Economy: N. Mrexrosov. Ways to Increase Fish Processing 
Production: 8. Mituattov. The Work of Regional Planning Commis- 
sions : M. URINSON. 

No. 5, 1953. For a Powerful New Increase in Socialist Production and the 
Well-being of the People. A Magnificent Programme for the Further 
Increase of Agriculture. The Development of the Energy-Basis of the 
National Economy during the Five Year Plan: FE. RussaKovsky. 
Complex Mechanisation in Coal and Ore Mining: I. SHEvYAKOV. 
Reserves for Cost Decreases in Construction : I. SuPRUNENKO. Control 
by the Rouble in the National Economy: V. Lavrov. The Improvement 
of Economic Work in Local Planning Commissions : Y. CHaDAEV. The 
Planning of Health Services : V. SHustov. 
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Vestnik Statistiki (Russian text) 


No. 3, 1953. The Law of Planned and Proportionate Development of the 
National Economy : B. SMEKHOov. On the Method of Selection of Families 
of Workers, Employees and Collective Farmers for the Collection of Budget 
Data: 8. Postntkov. The Valuation in Wholesale Prices of Unfinished 
Production in Estimates of Total Production of Engineering Enterprises : 
J. EDELGOoUS. Questions of Accounting Production and Consumption of 
Electric Power in Collective Farms : I. Butortn. Methods of Computa- 
tion of Labour Productivity Index-numbers in the Cotton Textile Industry : 
V. GorELKIN. Statistics as a Science: V. OvstIENKO. Experience of 
Verifying Accounts and Reporting in Enterprises and Departments : 
P. OstFor. Questions of the Direction and Inspection of the Statistical 
Organization of Enterprises and Departments: A. DrucniIn. From the 
Experience of the Statistical Inspectorate of Likhosilavsky Rayon, Kalinin 
Oblast: A. GarsHov. The Census of Vineyards. 

No. 4, 1953. or a Higher Level in Statistical and Economic Work. Ques- 
tions of the Definition of the Gross Production of Industrial Enterprises : 
N. Lyusimov. Statistical Indicators of Livestock Productivity: A. 
Bryansky. On the Subject Matter of Statistics: V. Sosou. On the 
Enumeration of the Migratory Movement of the Population: A. VostRI- 
Kova. From Experience in the Analysis of the Cost of Production in 
Building: V. Bretxin. Conference on the Statistics of Workers’, Em- 
ployees’ and Collective Farmers’ Budgets. 


Finansy i Kredit S.S.S.R. (Russian text) 


No. 7, 1953. Secure the Success of the Flotation of the New State Loan. 
The Development of Trade Turnover and State Bank Credit : V. USHAKOV. 
T'he Clear Execution of Credit-service and Accounting of State Procurement : 
G. Kovatenxo. Improve Rouble-Control of the Movement of Material 
Values: O. Kaptnsxy. Eliminate Mistakes in Accounting Building 
Equipment: N. Suumov. Tasks of Postal Tuition for Finance and 
Bank Employees: P. TsvetKov. Greater Alttention to the Young 
Specialist : M. MixHattov. Improve the Inspection of Taxation Depart- 
ments: N. ZHpanov and N. Kuznetsov. Review the Norms for Turn- 
over Funds in the Timber Procurement Industry : Yu. Rosentau. What 
is Hindering the Development of Personal Insurance? : A. MULNER. 
The State Budget of the Mongolian People’s Republic in the Service of 
Economic and Cultural Construction : N. TSANKIN. 

No. 8, 1953. Fulfil Successfully the U.S.S.R. State Budget for 1953. The 
U.S.S.R. State Budget for 1953 and the Tasks of the Financial System : 
A. ZVEREV. Ways to Strengthen Bank Control by the Rouble : U. UsosKIn. 
Reserves for Decreasing Costs of Production in Engineering : 8S. RyuMIN. 
The Economic Work of the Industrial Bank of the U.S.S.R.: I. SupRuN- 
ENKO and I. GrinsHpan. The Marxist-Leninist Education of Personnel 
in the Central Offices of the U.S.S.R. Ministry of Finance: G. TEPLOV. 
The Budget of the Polish People’s Republic is a Budget of Peaceful Socialist 
Construction: V. GENERALOV. The French Franc in Danger of a 
New Devaluation : M. Potyaxov. 

No. 9, 1953. Republican and Local Budgets for 1953 and the Tasks of 
Finance Departments. The New Law on the Agricultural Tax: V. 
GarBuzov. Fulfil the R.S.F.S.R. 1953 Budget in Time: I. FapEEv. 
The Soviet Rouble is the Valuta for Prices and Accounts in the New World 
Market: 1. Zuopin. The Improvement of Economic Work is the Basis 

for a Further Strengthening of Bank Control by the Rouble : V. KuLMANOV 
and V. Lovrsov. Reserves for Expanding the Construction of Enter- 
prises Producing Consumer Goods: V. Dyapin. The Effectiveness of 
Credit Accounts in the National Economy: A. Ivanov. Rouble Control 
in State Farms in the Struggle for the Lowering of Production Costs : 
M. Nesmy. 

No. 10, 1953. The Further Increase of Agriculture and the Tasks of the 
Financial-credit Systems. U.S.S.R. State Budget Expenditures during 

No. 253.—vou. LXxIv. P 
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the Post-war Period ;: K. Purotnrxov. T'o Collaboraie Actively in Increas- 
ing the Production of Mass Consumption Goods: V. PROREKHIN. Pay 
More Attention to Private Housing : G. Kuturov. The Chinese National 
Bank and the Economic Progress of the Chinese People’s Republic: A. 
Zikov and B. Semintov. ‘T'he Balance of Money Incomes and the Expen- 
diture of the Population: N. Moreoutn. The Financial Indebtedness of 
Western Germany to American Capital : R. LOGOVINSKAYA. 


Probleme Economice (Rumanian text) 

Vot. VI, Nos. 5-6, May—JuNE 1953. Speech at the Closing Session of the 
Supreme Soviet of the U.S.S.R.: G. M. Matenxov. The Economic- 
Organisational Security of Collective Farms, One of the Tasks for the 
Development of Agriculture : Gu. Victo and I. Popescu. Jor a further 
Development of the Timber, Paper and Cellulose Industry : M. Super. 
For an Even Fulfilment of Production Programmes in the Metallurgical 
Industry: C. Loncear. The Generalisation of Internal Factory Cost 
Accounting, a Way to Improve Further the Work of Our Enterprises: 
A. Tanase. The Uninierrupted Progress of Technology in the U.S.S.R. : 
L. Marcovicr. he Korean People in the Struggle for the Reconstruction 
of their Country: P. Bruparu. The Decline of the French Economy 
Since the Second World War: F. Duca. 


Planované Hospodd#stvi (Czech text) 

Nos. 7-8, 1953. The T'enth Congress of the C.P.C. and the Socialist Indus- 
trialisation of Slovakia: J. BRANIK. For a Correct and Timely Establish- 
ment of the State Plan for 1954: D. Scuesspau and L. NEGas. For the 
Further Mechanisation of Building: P.Stauu. The New Book-keeping 
Accounts are an Efficient Way to Plan Production Costs: B. KuiéKa. 
The Preparation and Training of Personnel in Production : B. VOBORNIK. 
Correct Accounts and Statistics, a Necessary Condition for Checking Plan 
Fulfilment : ¥. Herpes. 


NEW BOOKS 
British 
BrEverIpGE (Lorp). Power and Influence. An autobiography. 
London: Hodder & Stoughton, 1953. 9’. Pp. vii + 448. 30s. 


[To be reviewed. ] 


BrveripceE (W. I. B.). The Art of Scientific Investigation. 
Second edition. London: Heinemann, 1953. 9”. Pp. ix + 176. 
10s. 6d. 


[This is the second edition of a book first published in 1950. In it the author, 
who is Professor of Animal Pathology in the University of Cambridge, describes 
with great clarity and vividness the methods of scientific research, particularly 
as applied to experimental biology. No specific attempt is made to apply the 
principles enunciated to research in social studies, but the author’s wide reading 
and skill in exposition make his work of interest to a much wider circle of readers 
than those to whom it is primarily addressed. | 


Biea (W. W.) and Brarrie (C. N.) (Eds.). Ranking, Spicer & 
Pegler’s Mercantile Law, incorporating Partnership Law and the Law 
of Arbitration and Awards. 9th Edition. London: H.F.L., 1953. 
9”. Pp. 422. Qs. 

[The present edition has been revised to take account of recent developments 
in case law. The book has also been reset in a new format, which has made 
possible a substantial reduction in price. ] 
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Bray (F.SEWELL). Four Essays in Accounting Theory. London : 
Oxford University Press, for the Incorporated Accountants Research 
Committee, 1953. 843. Pp. 94. 15s. 


[Mr. Bray here reprints four lectures given during 1951-52, his titles being 

* Accounting Principles, ‘ei * Company Accounting, ” * Accounting and Statistical 
Rel ationships ’’ and ** Accounting Form.”’ For the most part, the ideas expounded 
in this book will be familiar to anyone acquainted with Mr. Bray’s other pub- 
lished work, with quotations from which, incidentally, these lectures are gener- 
ously larded. Indeed, not only do they embody much of the author’s earlier 
work; they also overlap and repeat each other. The book constitutes a set of 
variations on a single theme, which is expressed in the following passage: ‘‘ I 
think most of us will admit there is a fair degree of regularity and system in 
economic life. It is this regularity and system which we have to transpose in 
terms of accounting forms. As a consequence it is the classification of transac- 
tions into formal categories which is important and not necessarily the transac- 
tions themselves. The more woolly our notions of regularity and system the 
more complicated and manifold will be our categories and therefore the more 
diverse and incomprehensible will be our design of accounts. The more clear- 
headed and fundamental our understanding of these things the fewer will be our 
categories and therefore the simpler and more straightforward will be our forms of 
account.” It is the prerogative of a highly developed science like physics to be 
constantly reducing the number of its categories and expanding the scope of its 
syntheses. Is Mr. Bray right in borrowing Schroedinger’s views about physics 
and applying them to accounting? Or is it premature to look too hard for a 
philosopher’s stone in accounting, when what is really needed is development and 
growth from which alone, in due time, a significant synthesis can emerge ?] 


British INstTITUTE OF MANAGEMENT. Education and Training in 
the Field of Management. London: British Institute of Management, 
1953. 9”. Pp. 200. 7s. 6d. 


[The British Institute of Management has attempted in this survey to describe 
all academic courses available in this country which can be regarded as being 
within the field of Education for Management. In the first two sections of the 
book courses at twenty-six Universities and their associated Colleges of Technology 
and at one-hundred and ninety Technical and Commercial Colleges and Colleges 
of Further Education are listed. In the third section an account is given of the 
management subjects included in the examinations of professional and educational 
bodies. In deciding which courses to include in this survey, the British Institute 
of Management has had to use a considerable measure of discretion, especially 
where Universities are concerned. It has taken the view that all courses in 
subjects which are included in the British Institute of Management’s own Certi- 
ficates in Management Studies should be mentioned, even though there may be 
no intention of teaching these subjects with a management “slant” in the 
institutions concerned. Asa result of this policy, courses in economics, commerce, 
the social sciences and public administration have all been included in this 
survey. Although opinions will differ about whether or not certain items should 
have been included, there is no doubt that this is on the whole a useful hand-book 
which satisfies a long-felt need. It is intended that it should be followed up 
with further studies describing courses offered at Adult Education Colleges, the 
conferences, courses, summer schools and other educational activities of pro- 
fessional and other bodies, and the training schemes and courses organised by 
trade associations, trades unions and individual firms. ] 


CaicerR (G.) (Ed.). The Australian Way of Life. London: 
Heinemann, 1953. 9’. Pp. v +158. 12s. 6d. 


[This is the first of a projected series of volumes prepared under the auspices 
of the International Studies Conference, on the request and with the financial 
assistance of UNESCO. The chapters comprising this book are as om 
“The Australian Nation,” by Sir F. W. Eggleston; ; ‘ The Family,” by W. 
Borrie; ‘“‘ The Educat ional coon? > by K. S. Cunningham; “ Political Bae Ma 
tions and Aspirations,” by P. H. Partridge; “ Economic Institutions and Aspira- 
tions,” by G. L. Wood; “ Religious Institutions and Aspirations,”’ by Rev. K. T. 
Henderson; and “ T he Australian People and the World,” by F. Alexander. ] 
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CaLPIn (G. H.) (Ed.). The South African Way of Life. London: 
Heinemann, 1953. 9’. Pp. v +200. 12s. 6d. 


(The first half of this book is occupied with chapters on the various racial 
groups that form the population of the Union, each written by a representative 
of or expert on the group in question. The latter part deals with political, 
economic and social questions in more general terms. The long chapter on 
economic factors is by Professor Jan Goudriaan and Professor D. G. Franzsen,] 


CavenaGH (W. E.). Four Decades of Students in Social Work. 
University of Birmingham Studies in Economics and Society, Mono- 
graph B 1. Birmingham: Faculty of Commerce & Social Science, 
1953. 10”. Pp. 97. 12s. 6d. 

[This is a roneo-ed record of the experience of Birmingham University in 
education for social work by a combination of practical experience, academic 
teaching, discussions and examinations. Mrs. Cavenagh herself, who combines 
the offices of tutor in practical work in the university and chief welfare officer 
of the Ministry of Labour, is uniquely placed to appraise the results. From 1909 
to 1949 the number who have passed the examinations has been 593; not quite 
a@ quarter of all students left without a qualification. Many of both classes 
could not be traced; in all, contact was established with 64% of those who 
qualified and 48% of the failures and withdrawals. The study throws much 
light both on the family backgrounds and on the subsequent work of those trained. 
The wastage has been high; of women who passed 56% were employed in 1950; 
94% of the men. Of women who dropped out, 63-5% did so after marriage. 
Full detail is given of marriage partners, size of families and so on. Only about 
13% of all women put in a normal working life before retirement. The report 
throws very interesting light on the changing origins and backgrounds of the 
students, the extent to which their training has been subsidised and the growing 
“* professionalism ”’ of certain activities. ] 


Coxe (G. D. H.). An Introduction to Trade Unionism. London: 
Allen & Unwin, 1953. 83”. Pp. 324. 18s. 


[To be reviewed.] 


Coz (H.) and SHanxs (M.). Policy for the Sterling Area. Fabian 
Tract No. 293. London: Fabian Publications and Gollancz, 1953. 
84". Pp. 32. 1s. 3d. 

(The policy recommended by the authors includes the adoption of tighter 
import controls by sterling-area countries and the endeavour to bring about 
greater self-sufficiency within the area. The suggestion is made that a more 
formal central authority should be set up with a view to co-ordinating policy 
and strengthening discipline amongst members of the area. The authors have 
some interesting things to say on the desirable directions for long-term investment 
in the sterling area, and on the importance of making membership of the area 
attractive not merely to the dominions but also to colonial dependencies that may 
attain political independence in the future. ] 


CotureER (A.). The Crofting Problem. Social and Economic 
Studies, I. London : Cambridge University Press, for the Department 
of Social and Economic Research, Glasgow University, 1953. 9}”. 
Pp. ix +191. 25s. 


[To be reviewed. ] 


DEANE (P.). Colonial Social Accounting. National Institute of 
Economie and Social Research, Economic and Social Studies, XI. 
London: Cambridge University Press, 1953. 93’. Pp. v + 360. 
50s. 

[To be reviewed. ] 


Exuis(A.). Bold Adventure. London: National Provincial Bank, 
1953. 8”. Pp. 26. 
[A popular illustrated history of the National Provincial Bank.] 
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FEDERATION OF British INDUSTRIES. Estate Duty and the Family 
Business. London: Federation of British Industries, 1953. 9”. 
Pp. 15. 1s. 6d. 

[The chief purpose of this booklet is to set forth the grounds for the F.B.I.’s 
contention that the method of estate valuation laid down by Section 55 of the 
Finance Act 1940 imposes an inequitable burden on certain classes of private 
companies. ] 


Forp (P.), and Forp (G.). Select List of British Parliamentary 
Papers, 1833-1899. Oxford: Basil Blackwell, 1953. 10”. Pp. 
v +165. 27s. 6d. 

Hansard’s Catalogue and Breviate of Parliamentary Papers 1696- 
1834. Reprinted in Facsimile. With an Introduction by P. Forp 
and G. Forp. Oxford: Basil Blackwell, 1953. 13”. Pp. 220. 
40s. 


{In 1951 Professor and Mrs. Ford, with a team of research workers, published 
A Breviate of Parliamentary Papers, 1917-1939, the value of which, as preliminary 
work of reference, was emphasised by Mr. Asa Briggs in a review in the issue of 
this JouRNAL for December 1952. Their earlier work is now supplemented by 
two further volumes. The first is a photographic reprint of the very valuable 
but generally inaccessible Hansard’s Catalogue and Breviate of Parliamentary 
Papers, 1696-1834, covering the important period down to the end of the un- 
reformed Parliament. The Select List of Parliamentary Papers, 1833-1899 
applies to all but eighteen years of the intervening period the same system of 
selection and arrangement which had been followed in the volume of 1951. All 
research workers using this material will have good reason to be perennially 
grateful to the industry of Professor and Mrs. Ford and their co-workers. ] 


Forp (P.) and THomas (C. J.). Shops and Planning. The second 
report of the Southampton Survey. Oxford: Basil Blackwell, 1953. 
83”. Pp. 54. 4s. 


[This report is intended to cast light, first, on the question whether Southamp- 
ton is ‘‘ over-shopped,”’ and, secondly and more generally, on the criteria to be 
followed in the allocation of space for shops in New Towns and in new municipal 
estates. On the basis of figures collected for the Census of Distribution the 
authors conclude that the norm laid down by the New Towns Committee of 
one shop per 100 to 150 inhabitants is much too low. A sample survey carried 
out by the authors in Southampton leads them to the conclusion that competition 
in retailing is less imperfect than is often supposed. They also give evidence to 
show that “‘ dispersed shops,” that is to say shops not in main shopping centres, 
still have an important part to play, and they suggest that town planners should 
have greater regard to this, as to other economic aspects of retailing.] 


Forp (P.) and Tromas (C. J.). Housing Targets. The third 
report of the Southampton Survey. Oxford: Basil Blackwell, 1953. 
83". Pp. 56. 4s. 

[This survey is based chiefly on the 1% sample figures of the Census of 1951. 
On the basis of certain housing standards which they lay down, the authors 
compare the number of dwellings of different sizes in existence in Southampton 
in 1951 with those needed in the light of the number and composition of households, 
The result is to show a large deficiency of small houses (especially three-roomed 
houses) and a smaller but still substantial surplus of larger houses (especially 
five-roomed houses). Estimates of prospective housing needs in 1962 and 1971 
are added on similar principles, and the method is then applied to the housing 
needs of Great Britain as a whole. The results for Great Britain are found to 
resemble broadly those for Southampton. It is computed that at the current 
rate of building the 1962 target should be reached by about 1959. The survey 
contains much other interesting material in addition to the calculations described. ] 


Futrorp (R.). Glyn’s 1753-1953. Six generations in Lombard 
Street. London: Macmillan, 1953. 9”. Pp. v + 267. 2ls. 


[To be reviewed.] 
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Fussect (G. E. and K. R.). The English Country-Woman. A 
farmhouse social history, a.D. 1500-1900. London: Melrose, 1953. 
93”. Pp.v +221. 30s. 

(The compilers of this work, the first-named of whom is already well known as 
the author of The Farmer’s Tools, have, in effect, produced an anthology of the 
activities, in rure, of the sex feminine. In this enterprise they have inevitably 
been compelled to draw heavily upon contemporary sources, but in certain 
sections, e.g., those covering the seventeenth and eighteenth centuries, the 
proportion of matter quoted verbatim (on many occasions half a page of more) 
seems unduly high; the excerpts are, however, well selected and diversified. 
The book opens with a short account of the Tudor landscape and its agrarian 
economy. Then follow seven Chapters, covering successively the Elizabethan, 
the Cavalier and Puritan, the Restoration, the Georgian, the Regency, and the 
Victorian eras. There are many excellent illustrations, reproduced, in the main, 
from familiar sources and augmented by nineteenth-century photographs. 
Incidentally, great praise is due to Geoffrey Fraser for his most attractive decora- 
tions on the dust-cover and chapter-heads. An excellent bibliography and a 
meagre index complete a work which historians and economists will accept as a 
fair introduction for the general reader desirous of knowing something about the 
manner in which his, or her, forebears lived and laboured. | 

Geary (H. V. R.). The Background of Business. London: 
Oxford University Press, 1953. 74’. Pp. 224. 9s. 6d. 

[This is designed as a text-book for students of commerce. The author 
describes the structure of the joint-stock company and other forms of business 
undertaking, the capital market, management and accounting, and then passes 
on to deal with commercial activities in the stricter sense, treating in turn inter- 
national trade, wholesale trade and retail trade. His book will provide a useful 
source of reference for university students of economics who wish to inform 
themselves on the institutional background of business in greater detail than is 
usually provided in their text-books. } 


HansEn (A. H.) and CLeEMENcE (R. V.). Readings in Business 
Cycles and National Income. American Economic Association Series. 
London: Allen & Unwin, 1953. 8}. Pp. v + 588. 30s. 


[Reviewed in this issue.] 


Harrop (R. F.). The Dollar. Sir George Watson Lectures 1953. 
London: Macmillan, 1953. 73”. Pp. v + 156. 9s. 6d. 
[To be reviewed.] 


THE InstTITUTE oF AcTuARIES. Yearbook 1953-1954. London: 
Cambridge University Press for the Institute of Actuaries, 1953. 84”. 
Pp. 335. 2s. 6d. 

[A feature of this year’s edition is the inclusion of a portrait of the mathe- 
matician Abraham de Moivre, the bicentenary of whose death falls in 1954, and 
an article on his part in the foundation of actuarial science. The usual full 
particulars are included on the activities of the Institute during the year.] 


INTERNATIONAL ASSOCIATION FOR RESEARCH IN INCOME AND 
WeatTH. Bibliography on Income and Wealth, Volume III, 1950. 
Edited by Phyllis Deane. Cambridge: Bowes & Bowes, 1953. 10”. 
Pp. 66. 37s. 6d. 

[With the publication of its third volume, this admirable annotated biblio- 
graphy assumes what will presumably be its permanent form, with each volume 
dealing with one year’s publications. 435 items are listed, and the notes maintain 
the high standard established in the first two volumes. ] 


INTERNATIONAL Economic AssociaTion. International Economic 
Papers No. 3. Edited by A. T. Peacock, R. Turvey and Elizabeth 
Henderson. London: Macmillan (New York: The Macmillan Co.), 
1953. 10”. Pp. 255. 15s. 


[Reviewed in this issue.] 
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JAMIESON (A. B.). Chartered Banking in Canada. Toronto: 
The Ryerson Press, 1953. 9”. Pp. v + 394. $5. 

[This book is primarily though not exclusively addressed to those who are 
engaged in the business of banking in Canada. In the first part the author 
surveys the history of banking in Canada since the earliest times. In the second 
part he describes and analyses current banking practice. The emphasis through- 
out is on practical operation, and no attempt is made to deal with theoretical 
issues. The author is a retired official of the Royal Bank of Canada. ] 


KrnpALL (M. G.). Exercises in Theoretical Statistics. With 
answers and hints on solutions. London: Charles Griffin, 1954. 9’. 
Pp.v +179. 20s. 

[Professor Kendall has filled another intense, if not long-felt, want; he has 
collected together 400 highly instructive exercises in theoretical statistics, culled 
in part from the examination papers of the universities of Cambridge, London, 
Manchester and Oxford and of the Diploma of the Royal Statistical Society. 
These exercises relate to the fields of distribution theory, sampling, statistical 
relationship, estimation and inference, and time series. Within each division 
of the subject they have been arranged in the approximate order both of the 
development of the ideas concerned and of increasing difficulty. The problems 
are designed for the serious and advanced student of statistics, and the welcome 
inclusion of both answer and hints for each exercise will be of assistance not only 
to those who read alone, as Professor Kendall hopes, but also to the ageing and 
possibly slightly weary student who is endeavouring to teach others. ] 


Kirsy (E. §.). Introduction to the Economic History of China. 
London: Allen & Unwin, 1954. 9”. Pp. 202. 18s. 


[To be reviewed. ] 


Kuper (L.) and others. Living in Towns. Selected research 
papers in urban sociology. London: The Cresset Press, for the 
Faculty of Commerce and Social Science of the University of Birming- 
ham, 1953. 9’. Pp. v +370. 21s. 


[To be reviewed. ] 


Lirr.eE (I. M. D.). The Price of Fuel. London: Oxford Univer- 
sity Press, 1953. 83”. Pp. ix +197. 12s. 6d. 


[To be reviewed.] 


MeNettit (W. H.). America, Britain and Russia, Their Co-opera- 
tion and Conflict, 1941-1946. Survey of International Affairs, 1939- 
1946. London: Oxford University Press, under the auspices of the 
Royal Institute of International Affairs, 1953. 94. Pp. v + 819. 
63s. 

[To be reviewed. ] 


Mann (F. A.). The Legal Aspect of Money, with special reference 
to comparative, private, and public international law. 2nd Edition. 
London : Oxford University Press, 1953. 9’. Pp. v + 488. 50s. 

[This is the second edition of a comprehensive treatise first published in 1938. 
It has now been revised in the light of subsequent contributions to the subject, 
and substantial additions have been made to take account of the establishment 
of the I.M.F., the extension of exchange control and changes in the valuations of 
different national currencies. | 


MANVELL (R.). Onthe Air. A study of broadcasting in sound and 
television. London: André Deutsch, 1953. 8}”. Pp. v + 196. 
16s. 

[This book contains a survey of systems of sound and vision broadcasting in 
various countries and a discussion of the artistic and social questions involved by 
the development of these media of mass communications. While the author’s 
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treatment of the economic and social aspects of broadcasting is not, on the whole, 
particularly original or closely reasoned, he has some interesting things to say 
about the art and technique of broadcasting, and he writes in an easy readable 
style. Dr. Manvell is well known as a film critic. ] 


MEADE (J. E.). Problems of Economic Union. London: Allen 
& Unwin, 1953. 84’. Pp. 102. 9s. 6d. 


[To be reviewed. ] 


MENDENHALL (T. C.). The Shrewsbury Drapers and the Welsh 
Wool Trade in the XVI and XVII Centuries. London: Oxford 
University Press, 1953. 9”. Pp. v + 248. 2ls. 

[To be reviewed. } 


Mrinxes (A. L.). An International Census of Manufactures. 
Duplicated for private circulation, London School of Economics, 1953. 
Pp. 107. (Available from the author.) 


[This paper, with a slightly misleading title, contains a set of tables compiled 
from pre-war industrial censuses of nine European countries and the U.S.A., with 
a short explanatory note. The countries covered include the United Kingdom, 
the U.S.A., the three Scandinavian countries, Finland, Italy, Bulgaria, Hungary 
and Roumania. The information relates to a year between 1937 and 1939, 
except for the United Kingdom. Fifty-seven individual industries are distin- 
guished, grouped into ten orders or major industrial groups. For each order, 
with appropriate subdivisions, there are nine tables giving such information as 
the number of persons employed; the value of net output in national currencies 
and in “‘ dollar equivalent ”; installed horse-power in total and per person; net 
output per person and per unit horse-power in dollar equivalent. The United 
Kingdom data refer to 1930, presumably because this is the last year for which 
horse-power data are available. This is to be regretted, since horse-power data 
do not enter into all the tables, and comparison between the United Kingdom and 
other countries is largely invalidated. The author’s main contribution is the 
manipulation of the primary data in two respects: first, he has tried to fit the 
national statistics into his own standard industrial classification ; second, he has 
converted national currencies into so-called dollar equivalents to make them 
internationally comparable. It is not clear from the explanatory notes how far 
he has attempted to adjust figures of employment, net output and the like to 
a comparable definition. For horse-power he explains that he has used three 
different definitions according to availability of data. In the case of employment 
he states that handicraft is excluded; but only in the case of the United Kingdom 
is it stated that small firms with less than ten employees are also excluded. For 
the scope of the Census the reader is left to consult the original sources. The 
dollar equivalents, as the author confesses, are subject to considerable doubt. 
What he has done is to compile a pucchasing parity rate of exchange for all 
European currencies in terms of sterling (a most tricky proposition); these were 
then converted into dollars at the official sterling rate of exchange—a very 
doubtful procedure. Apart from a few broad conclusions, the author provides 
no analysis of his material. Without it one cannot detect inconsistencies in the 
statistical compilation, test the usefulness of concepts used or of the classification 
applied. Even a superficial inspection of the tables suggests that some of the 
results, such as the enormous variations in net output per person in a Finnish- 
Danish comparison, may be spurious. The tables will save research workers a 
good deal of preliminary labour; but they will be well advised to regard them as 
material in need of further treatment and refinement. ] 


MiszEs (L. von). The Theory of Money and Credit. New edition, 
enlarged with an essay on Monetary Reconstruction. London: 
Jonathan Cape, 1953. 9”. Pp. 493. 28s. 

(This is a new edition of a book which in its German original goes back to 
1912. This edition follows almost without change the original English transla- 
tion of 1934, but adds, after p. 410 of the old (and new) edition, a new section of 
about fifty pages entitled ‘“‘Monetary Reconstruction.”” The three chapters 
which compose this section deal respectively with “‘ The Principle of Sound Money” 
“Contemporary Currency Systems ”—the inflexible gold standards, the flexible 
standard, the freely vacillating currency, the illusive standard; ‘‘ The Return to 
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Sound Money.’ Some concluding remarks are in Prof. von Mises’ best vein : 
“The suggested reform of the currency system and the return to sound monetary 
conditions presuppose a radical change in economic philosophies. There cannot 
be any question of the gold standard as long as waste, capital decumulation, and 
corruption are the foremost characteristics of the conduct of public affairs.”’] 


Morais (8S. T.) and Luxton (H. W. B.). An Economic and Finan- 
cial Survey of Farming in the South West of England. Bristol : 
Department of Economics, University of Bristol, 1953. 84’. Pp. 68. 
58. 

[This report is the fourth in a series based on the Farm Management Survey. 
Costs, production and net income in a sample of farms in Cornwall, Devon and 
Dorset are studied in detail for the crop years 1950 and 1951, and briefer com- 
parisons are made with results since 1947.] 


NATIONAL INSTITUTE OF ECONOMIC AND SociaAL RESEARCH. Register 
of Research in the Social Sciences in progress and in plan and Directory 
of Research Institutions. No. 10, 1952-3. London: Cambridge 
University Press, 1953. 10”. Pp.213. 25s. 

[This year’s edition of the register follows closely the lines established in 


earlier issues, and maintains the accustomed high standard of accuracy and 
usefulness. } 


ParexH (H. T.). The Bombay Money Market. London: Oxford 
University Press, 1953. 9’. Pp. v + 226. 18s. 

[The author, a graduate of London University, has provided a full and detailed 
account of the Bombay money market, including such features as the handling 
and rediscount of hundis and the dealings in gold and silver, as well as more 
familiar money-market practices. He regards the market as ‘‘on the whole 
well integrated ’’ and able to lend, therefore, at relatively lower rates and to handle 
without difficulty the normal and orderly movements of funds within Bombay 
itself. More distant movements, apart from those to Calcutta, are impeded by 
bad communication, so that in markets outside those two cities much higher 
rates often rule. In both this and other respects things might be better if more 
funds were normally available for use by the market. ] 


Piant (StR ARNOLD). The New Commerce in Ideas and Intel- 
lectual Property. The Stamp Memorial Lecture, 1953. London: 
The Athlone Press, University of London, 1953. 8}. Pp. 36. 
2s. 6d. 


[Sir Arnold Plant here considers the economics of our copyright laws in relation 
to modern developments in mass communications. He argues in favour of the 
maintenance and extension of the principle now present in limited form in British 
legislation by which a distinction is drawn between the copyright protection 
enjoyed by the author of a work and that enjoyed by its publisher. He suggests 
that a shortening of the publisher’s period of monopoly is desirable, notwith- 
standing certain recommendations in the opposite sense made at the International 
Conference in Brussels in 1948. Sir Arnold then goes on to consider the compli- 
cated network of copyright restrictions affecting gramophone records. He argues 
that the pressure exerted by the Musicians’ Union upon the gramophone companies 
to discourage public performances of their records can and should be prevented 
by simply removing the legal authority of the record companies to control the 
use made of their records. After some brief remarks on the related issue of the 
relaying of B.B.C. programmes in public places, Sir Arnold suggests in conclusion 
that the most promising way of overcoming the financial difficulties of television 
lies in the further development of the “ scrambler ” system of diffusion, by which 
it is possible to levy charges on viewers of particular programmes. | 


Pigou (A. C.). Alfred Marshall and Current Thought. London : 
Macmillan, 1953. 7}. Pp. v +85. 7s. 6d. 

(This little book includes the three Marshall Lectures which Prof. Pigcu 
delivered in 1952, and a separate paper on the Trade Balance. The main theme 
of the lectures was “‘ what, if he could return to earth, Marshall would think of 
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our present goings on.”” None of Marshall’s pupils alive to-day could speculate 
with greater authority on these questions. On mathematical economics, accord- 
ing to his interpreter, Marshall, a former second wrangler to Lord Raleigh, would 
have been very sceptical and fearful that it would have led to unrealities. The 
new plethora of statistics would on the whole have pleased him, with the safe. 
guard that not all the relevant data of economics can be expressed statistically, 
He would have welcomed with open arms much of what has been done to fill the 
empty economic boxes with solid calculations of elasticities. On the rate of 
interest as applied to long-term analysis in the Principles he would probably 
** have held that Keynes had simply misunderstood him.’ On utilities, he would 
probably say to-day, as when alive, that “‘ the happiness of the rich man does not 
exceed that of the poor man nearly in proportion to the difference in their com- 
mands over material wealth.’”? On socialism, he would have been torn between 
welcoming State pressure towards more even distributing and condemning con- 
siderable inroads of Government into industry. In all, Prof. Pigou’s undimmed 
admiration for his master shines out : the final picture he gives is of “‘ a mixture 
of philanthropist and scientist, with the philanthropist always struggling, not 
always struggling successfully, to keep the scientist in order.’’] 

REGISTRAR OF BANKS, UNION oF SoutH AFrrica. Seventh Annual 
Report. Period ended 3lst December, 1952. Pretoria : The Govern- 
ment Printer, 1953. 13”. Pp. 40. 5s. 6d. 


Setr (P.). The Planning of Industrial Location. London: 
University of London Press, for the Town and Country Planning 
Association, 1953. 83”. Pp. 47. 2s. 6d. 

[The subject of this pamphlet is the relation between the problems of industrial 
location and town and country planning. The author argues that the aim of 
attracting industry to areas with higher than average unemployment rates— 
which, in his view, is what the development areas policy has really amounted to— 
provides a very inadequate criterion of good policy and may even conflict with 
sound planning. As an example he instances the attraction of new industry to 
Merseyside and Clydeside, areas which on planning grounds represent excessive 
concentrations of population in need of dispersal. ] 


SLEEMAN (J. F.). Basic Economic Problems. A Christian 
Approach. London: S.C.M. Press, 1953. 84”. Pp. 192. 10s. 6d. 

(This book is extraordinarily difficult to describe or appraise. Mr. Sleeman 
writes as a Christian for Christians. He is anxious to examine and explain just 
how a Christian economic order would differ from a non-Christian economic order. 
But the book is not wholly successful in achieving his purpose. It somehow fails 
to go to the roots of matters, in the way, for instance, that Archbishop Temple's 
Christianity and the Social Order managed to do. Very properly the book is full 
of the value judgments that a Christian might wish to import into his own econ- 
omic thinking. Butit is arguable that the author would have been more successful 
if he had devoted less attention to a general survey, with a Christian tinge to it, 
of the whole range of economic problems and had devoted more of his space to the 
special values and value judgments that a Christian should wish to emphasise. 
As it is, even a reader who has great potential sympathy with his outlook may 
remain puzzled as to whether there is a specifically Christian answer to the rival 
merits of planning and laisser faire, or to monetary controls as opposed to physical 
controls. And he may be still more puzzled as to the moral and intellectual 
processes by which we should seck to establish value judgments in a field that is 
simultaneously moral and technical.] 


SoctaLtist Party oF GREAT BrRiTAIN. Questions of the Day. 
Fourth edition revised. London: Socialist Party of Great Britain, 
1953. 7”. Pp. 123. 1s. 

[This provides a general survey of the policy and history of the 8.P.G.B. The 
characteristic feature of its doctrine is that it is extremely left-wing but hostile 
to the U.S.S.R.] 

UNIVERSITY OF BristoL, DEPARTMENT OF AGRICULTURAL 
Economics. An Economic Survey of Farming in an Area of South 
Devon in 1950. A second report on a study of the organisation and 
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financial results on 194 farms in 18 parishes. 13’. Pp. 71. 3s. 
General Report on the Investigation into the Economics of Milk 
Production in the South West Province, 1951-52. 13”. Pp. 29. 2s. 
Some Economic Aspects of Store Cattle Rearing in Devon and Cornwall 
in 1951-2 and 1952-3. By V. H. Beynon and E. T. Davigs. 13”. 

. 39. 3s. Newton Abbot: Department of Economics, University 


of Bristol, 1953. 


UNIVERSITY OF READING, DEPARTMENT OF AGRICULTURAL 
Economics. Costs and Returns of Barley Production on 23 Farms in 
the South of England in 1951-52. By I.G. Rem. 10”. Pp. 5. 2s. 
Costs and Returns from Milk Production in the Southern Province in 
1951-52. By R.S. Coox. 10”. Pp. 22. 2s. Financial Results of 
29 Poultry Flocks in Southern England during 1951-52. By J. A. 
Moutetr. 10”. Pp. 18. 2s. Reading: Department of Agricul- 
tural Economics. University of Reading, 1953. 

Urrine (J. E.G.). Social Accounts of Local Authorities. National 
Institute of Economic and Social Research, Occasional Paper No. XVI. 
London : Cambridge University Press, 1953. 93’. Pp.v + 89. 16s. 

[To be reviewed. ] 


Wiutuan (T. S.). The Muscovy Merchants of 1555. Manchester : 
Manchester University Press, 1953. 83”. Pp.v + 141. 16s. 
[To be reviewed. ] 


Wiuutams (T. I.). The Chemical Industry, Past and Present. 
London : Penguin Books, 1953. 7”. Pp. 192. 2s. 

[The scope of this book is scientific rather than economic. The author traces 
the development of the chemical industry in Britain from the earliest times and 
its relation to the growth of scientific knowledge. He then goes on to describe 
the various types of product made by the industry at the present time.] 


Witson (H.). Social Ownership in Britain’s Fight for Indepen- 
dence. The Thirteenth Blandford Memorial Lecture. Leicester : 
Co-operative Co-partnership Propaganda Committee, 1953. 74”. 
Pp. 14. 6d. 


(The author discusses the future of social ownership with special reference to 
its relation to the co-operative movement. ] 


Indian 


Basu (S. K.). Industrial Finance in India. A study in investment 
banking and state-aid to industry with special reference to India. 
Third edition. Calcutta: University of Calcutta, 1953. 10”. Pp. 
467. Rs. 12/-. 


[This book ranges rather more widely than its title would suggest. Its main 
objective is the improvement of methods of industrial finance in India, but as a 
means to that end the author studies critically the methods used in other countries, 
including Germany, Australia, Japan, Central Europe, as well as recent trends in 
j the United Kingdom. The book includes a very interesting and valuable re- 
appraisal of the managing agency system, to which the author attributes great 
value at various stages in Indian development, but also serious defects in some 
cases. He gives a useful account of the recent work of the Industrial Finance 
Corporation of India. It is, perhaps, a pity that at the end of the book the 
author makes no attempt to pull together his various ideas and conclusions or 
to give a reader a clear impression of where he thinks the greatest opportunities 
for improvement are to be found.] 
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Gapert (D. R.) and Partin (R. K.). Gold and Silver Thread 
Industry in Surat. Surat: Sarvajanik Education Society, 1953. 8}”. 
Pp. 69. Rs. 1/8. 


[A study of a depressed industry whose markets have been seriously affected 
by the partition of India.] 


INDIAN NATIONAL ConeGREss. The Sixth Year of Freedom, August 
1952-August 1953. New Delhi: All India Congress Committee, 1953. 
91”. Pp. 185. Rs. 3/-. 

[A popular account of Indian development in 1952-53, which includes infor- 
mation about progress with the various valley projects, with other parts of the 
five-year plan, and industry and agriculture generally.] 


KRisHNASWAMI (O. R.). Essentials of Commerce. Madras: 
Theagaraya Publications, 1953. 7}. Pp. 332. Rs. 4/8. 

[A small text-book, designed to cover the syllabus of the University of Madras 
on “‘elements of commerce ”’ at the I.Com. level. It deals first with the basic 
ideas, and goes on to industrial organisation, the comparison of different types of 
business unit, credit, banking, sales, transport, distribution and trade promotion.] 


Latwant (K. C.) (Ed.). Labour Economics. Handbooks on 
Economics & Commerce, No. 6. Calcutta: Mandir, 1953. 74”. 
Pp. 240. Rs. 6/4. 


[This is a new addition to the series of Handbooks on Economics and Com. 
merce edited by Kastur Chand Lalwani. It deals with a wide range of problems, 
including the supplies and efficiency of labour, industrial health, wages and methods 
of payment, trade unions, industrial disputes, social security, unemployment and 
labour legislation.] 


RANGNEKAR (D. K.). Agricultural Finance in India. Bombay: 
Co-operators’ Book Depot, 1952. 9”. Pp. 241. Rs. 15/-. 

[This very thorough small study, by an economist on the staff of The Times of 
India, was by origin an M.Com. Thesis of the University of Bombay. The 
author recognises the importance of Co-operative Societies as the main instruments 
of lending, but rightly studies how their limited resources can be enlarged through 
the banks and other institutions. ] 


RESERVE Bank oF INpiA. Trend and Progress of Banking in 
India. Annual Report for 1952 under Section 36 (2) of the Banking 
Companies Act, 1949. Bombay: Reserve Bank of India, 1953. 94”. 
Pp. 100. 6s. 


(This annual report of the Reserve Bank of India includes tables covering 
all the main monetary phenomena, down to the end of 1952. During the year, 
which is described as ‘‘ less strenuous for banks,” there was a reduced volume of 
bank credit in general and a reduced dependence on Reserve Bank Credit. 
But the Reserve Bank looks forward to increased need for such assistance as the 
five-year plan leads to greater needs for working capital by private industry 
and trade. ] 


Sauni (J.N.). Indian Railways, One Hundred Years, 1853 to 1953. 
New Delhi: Ministry of Railways, Government of India, 1953. 11”. 
Pp. 200. 25s. 

[A handsomely printed and illustrated volume, addressed rather to railway 


enthusiasts than to economists, but containing, none-the-less, a great deal of 
information about the history and present activities of the Indian railways. | 


Statistical Outline of India, 1953. Bombay: Department of 
Economics and Statistics, Tata Industries, 1953. 63’. Pp. 46. 
{A small pocket-book of essential statistical data relating to India, including 


national income, population, resources, industrial production, labour, foreign 
trade, banking, finance, prices, the five-year plan and so on. It will be of added 
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interest to some of us as yet another example of the ever-wider adoption of Gill 
Sans type for statistical work since it was first used in the Central Statistical 
Office very early in the last war.] 


American 


ALLEN (R. G. D.) and Exy (J. E.) (Eds.). International Trade 
Statistics. New York: John Wiley (London: Chapman & Hall), 
1953. 9”. Pp. v +448. 54s. 


[To be reviewed. ] 


BakKEN (H. H.). Theory of Markets and Marketing. Madison, 
Wisconsin : Mimir Publishers, 1953. 93”. Pp. 362. 


[To be reviewed. ] 


BakkEN (H.H.). The Marketing and Manufacturing of Wisconsin 
Stemming Tobacco. Research Bulletin No. 162. Madison, Wisconsin: 
University of Wisconsin, 1949. 9’. Pp. 16. 


[A study of marketing structure and price and production trends in the 
declining industry of scrap chewing tobacco manufacture. ] 


BakKEN (H. H.) and MUELLER (W. F.). The Market for Wisconsin 
Binder Leaf Tobacco. Research Bulletin No. 181. Madison, 
Wisconsin : University of Wisconsin, 1953. 9’. Pp. 47. 

[This monograph is concerned to assess the effectiveness of competition in a 
market in which oligopsonistic elements are strong. The situation is much 
complicated by the government price-support programme, which has had a major 
influence on prices in recent years. | 


Bartow (E. R.). Management of Foreign Manufacturing Sub- 
sidiaries. Boston, Mass.: Harvard Graduate School of Business 
Administration, 1953. 83’. Pp. v + 223. $3.50. 

[This study has special reference to the experience of United States manu- 
facturing firms with branches in Mexico. The problems of management are 
shown to be in part the same as those involved in running a branch factory in 
the same country as the parent factory, but there are also many differences. 
Cost of production has usually been found to be higher in Mexico than in the 
United States, despite the cheaper labour, chiefly on account of the smaller 
market, which limits the exploitation of the economies of scale and long runs. 
The managerial questions to which the author gives most of his attention are 
the degree of autonomy to be granted to the foreign subsidiary, the issue of 100% 
United States ownership versus partial local capital participation and the relative 
advantages of employing United States citizens and foreign nationals to executive 
positions. The author concludes by suggesting that the aims of American 
foreign policy would be better served by encouraging direct investment abroad 
by United States firms than by loans from the United States government to 
foreign governments addicted to dirigisme.] 


Bett (J. F.). A History of Economic Thought. New York: 
The Ronald Press Co., 1953. 94”. Pp. v + 696. $6.50. 


[To be reviewed.] 


_ CHRISTENSEN (C. R.). Management Succession in Small and Grow- 
ing Enterprises. Boston, Mass.: Harvard Graduate School of Business 
Administration, 1953. 8}. Pp. v +217. $3.25 


[During the last few years the Division of Research of the Harvard Business 
School has published a number of studies on the management of small, growing 
businesses. This study by Professor Christensen takes up the problem of provid- 
ing for management succession in such firms. It does so in a competent and 
comprehensive fashion, discussing such subjects as the advisability of going 
outside the concern for advice, the comparative merits of developing a “‘ crown 
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prince ”’ or a number of possible candidates for succession to the top manager’s 
job, the desirability of giving better training to potential managers and so on. 
This book, like most others emanating from the same source, contains a large 
number of case studies which illustrate the general principles under discussion. 
It will, no doubt, be of considerable assistance to business men who have reason 
to give thought to this problem. | 


CopELAND (M. T.). The Executive At Work. Cambridge, Mass. : 
Harvard University Press (London : Geoffrey Cumberlege), 1952. 84”, 
Pp. 278. 24s. 


[As Director of Research and Professor of Administration at the Harvard 
School of Business Administration, and as a consultant to many business firms, 
Professor Copeland has had ample opportunity of studying administrators at 
work. He has distilled his experience into this very readable book, which is 
notable for the balance and wisdom with which the author approaches his sub- 
ject. Starting with a consideration of the authority of the executive, Professor 
Copeland goes on to discuss such matters, among others, as relationships with 
subordinates, attitudes to change and risk-taking, standards of conduct, and the 
rewards of management. He concludes with a consideration of the personal 
and organisational problems associated with retirement. The discussion gains 
both in authority and interest from the numerous case studies with which Pro- 
fessor Copeland illustrates his points. Although it is intended primarily for 
executives in business, this book will be of interest to administrators in many 
other spheres. | 


CopLanpD (Sir Dovetas). Problems of the Sterling Area, with 
special reference to Australia. Essays in International Finance, No. 
17. Princeton, New Jersey : International Finance Section, Princeton 
University, 1953. 9’. Pp. 28. 


[‘‘ On the one hand, Australia will want to cling to the sterling area in so far 
as it insulates her economy from the growing harshness of a competitive world; on 
the other hand, she will want the capital that the outside world can offer for her 
development.” This is the crux of the dilemma with which Sir Douglas Copland 
is here concerned. He makes no attempt to conceal his disquiet at certain 
trends in the economic development and balance of payments policies of Australia 
and other sterling-area countries since the war. He suggests that it is essential 
for means to be found by which Australia can obtain capital from the dollar area 
to finance the enormous volume of investment needed in order to absorb the hoped- 
for increase in population. ] 


Eastman (S. E.) and Marx (D.). Shipsand Sugar. An evaluation 
of Puerto Rican offshore shipping. Puerto Rico: University of 


Puerto Rico Press, 1953. 9’. Pp. v -+ 239. 


(The authors describe the present structure and functioning of the externa 
transport services on which the standard of living in Puerto Rico largely depends. 
While most passenger traffic is now by air, air transport has not yet become im- 
portant for freight. Sea traffic between the island and the mainland of the 
United States ranks as coastwise shipping, so that only American vessels may 
operate. Much the greater part of the shipping concerned consists of liner 
services, competition between which is regulated by conferences. The restric- 
tion of competition is considered by the authors to be inevitable, but they suggest 
certain means by which its worst consequences might be avoided, notably the 
creation of regulatory bodies on which there would be effective representation of 
the interests of shippers and of the Insular Government. ] 


} 
i 





The Economics of the Guaranteed Wage. Report of a Committee 
on Economic Policy. Washington, D.C.: Chamber of Commerce of 
the United States, 1953. 9”. Pp. 34. 50c. 


[It is argued that while there is nothing to be said against guaranteed wage 
schemes voluntarily adopted by employers, the compulsory extension of the 
scheme to industry as a whole, including the unstable durable-goods industries, 
would be impracticable without an inordinate degree of coercion. | 
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Ferber (R.). The Railroad Shippers’ Forecasts. University of 
Illinois studies in business expectations and planning. Urbana, IIL. : 
University of Illinois, 1953. 9”. Pp. 140. $1. 

[This is @ piece of work with distinct originality, despite its very limited 
scope. It is the practice in the United States for firms responsible for the bulk 
of railway freight traffic to assist the railroads by furnishing them with forecasts 
one quarter in advance of the amounts of each of the chief classes of goods which 
they expect to be sending by rail. The author analyses the apparent basis on 
which these forecasts are made and compares them with the actual volume of 
shipments. The value of the railroad shippers’ forecasts as material for a study 
in entrepreneurial expectations is limited by the fact that those responsible for 
drawing up the forecasts are mostly at a level of management below the highest ; 
moreover, the forecasts relate only to the immediate future. The results are 
none the less interesting. It appears that, on account of the importance of 
seasonal fluctuations, shippers are much influenced in their forecasts by the level 
obtaining in the corresponding quarter in the previous year. This is scaled up or 
down if the trend in the intervening period has been up or down, but the adjust- 
ment is only partial; that is to say, the rise or fall (in quarterly time-units) 
between period ¢t —4 and period ¢ is expected to be less than the rise or fall that took 
place between periods t —5and¢—1. In comparing forecasts with events, it emerges 
that this conservatism is as a rule unjustified, and a mechanical forecast based on 
the product of the volume in t —4 and the ratio of the volumes in t —1 and t—5 would 
usually have yielded more accurate results. The forecasts have tended to 
underestimate the rate of change to a particularly great extent in periods cf 
business contraction. The occasions when the actual forecasts proved superior 
to those that would have been yielded by a mechanical formula of the sort de- 
scribed were mostly those on which some major disturbance such as a strike was 
correctly anticipated.] 


Hampure (M.), Scoor (S.) and Winn (W.). Characteristics of 
Transactions on Over-the-Counter Markets. Philadelphia : University 
of Pennsylvania Press, 1953. 10”. Pp. iii+ 131. $1.25. 

[This is the fourth in a series of studies of dealing in securities elsewhere than 
on organised exchanges. It is based on a sample survey of 25,000 separate 
transactions. These are analysed by type of security, size of transaction, type 
of customer and various other classifications. } 


Hamitton (D.). Newtonian Classicism and Darwinian Institu- 
tionalism. A study of change in economic theory. University of New 
Mexico Publications in Economics, No. 1. Albuquerque: University 
of New Mexico Press, 1953. 9’. Pp. 138. $1. 


[To be reviewed. ] 


HELLER (W. W.), Boppy (F. M.) and Netson (C. L.) (Eds.). 
Savings in the Modern Economy. A Symposium. Minneapolis : 
University of Minnesota Press (London: Geoffrey Cumberlege), 1953. 
93”. Pp. 370. 40s. 


[To be reviewed. ] 


Hoop (W. C.) and Koopmans (T. C.) (Eds.). Studies in Econo- 
metric Method. Cowles Commission Monograph, No. 14. New York : 
Wiley (London : Chapman & Hall), 1953. 9”. Pp. xiii + 323. 44s. 


[To be reviewed. ] 


Hosnritz (B. F.) (Ed.). The Progress of Underdeveloped Areas. 
Chicago : University of Chicago Press (London : Cambridge University 
Press), 1953. 9”. Pp. v + 297. 36s. 

[This volume contains the lectures delivered at the Twenty-seventh Institute 
of the Norman Wait Harris Memorial Foundation at the University of Chicago in 
1951. One of the aims of this conference was to draw together scholars from 
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different branches of the social sciences, and many of the lectures are concerned 
with the social and cultural aspects of economic development. The more strictly 
economic contributions include ‘‘ Economic Backwardness in Historical Per. 
spective,” by Alexander Gerschenkron, ‘‘ America’s Aims and the Progress of 
Underdeveloped Countries,” by Jacob Viner, and “‘ Effects of Industrialisation 
on the Markets of Industrial Countries,’ by Albert O. Hirschman.] 


JounsTon (B. F.). Japanese Food Management in World War II. 
Stanford University Food Research Institute Series on Food, Agricul- 
ture, and World War II. Stanford, California: Stanford University 
Press (London: Geoffrey Cumberlege), 1953. 94. Pp. vii + 283. 
$7.50. 

(The earlier chapters of this book contain a fairly detailed study of the struc- 
ture of agriculture and of food supply and consumption in Japan before the war. 
The author then goes on to describe the growing difficulties experienced in 
procuring adequate food supplies during the war and the attempts made to over- 
come them. ‘These efforts were ultimately unsuccessful; by the end of the war 
shipping losses and the tightening of the blockade had almost brought the impor- 
tation of food to a standstill, and in the author’s view this weighed heavily in the 
decision of the Government to surrender in 1945. A concluding chapter deals 
more briefly with the food-supply situation in Japan since the end of the war.] 


KINDLEBERGER (C. P.). International Economics. Homewood, 
Illinois : Richard D. Irwin, 1953. 9’. Pp. ix + 543. 64s. 


[To be reviewed. ] 


MarRJoLiIn (R.). Europe and the United States in the World 
Economy. Durham, North Carolina: Duke University Press (London: 
Cambridge University Press), 1953. 84’. Pp. v + 105. 15s. 

[To be reviewed. ] 


NoursE (E. G.). Economics in the Public Service. Administra- 
tive aspects of the Employment Act. New York: Harcourt Brace 
(London: Allen & Unwin), 1953. 94”. Pp. vii+ 51]. 45s. 


[To be reviewed. ] 


A Program for Expanding Jobs and Production. Report of a 
Committee on Economic Policy. Washington, D.C.: Chamber of 
Commerce of the United States, 1953. 9’. Pp. 28. 50c. 

[This contains a discussion of the prospects of maintaining a high level of 
demand and employment in the United States in the next few years. Some 
shift in attitude from previous United States Chamber of Commerce publications 
seems to be indicated by the approval extended to fiscal and monetary stabilisation 
measures which are Keynesian in all but name.] 


ScHLErFFER (H.) and CRANDALL (R.). Index to Economic History 
Essays in Festschriften, 1900-1950. Cambridge, Mass.: Harvard 
University Press for Arthur H. Cole (London: Geoffrey Cumberlege), 
1953. 11”. Pp. 68. 20s. 

(This contains an elaborately classified list of 1532 articles on economic history 
contained in over 500 Festschriften. The coverage is world wide, and German 
is naturally the language most extensively represented. There are indexes of 
authors and proper names. This compilation will be widely welcomed and 
should save many important contributions from oblivion.] 


Scnuttz (T. W.). The Economic Organization of Agriculture. 
New York and London: McGraw-Hill, 1953. 93’. Pp. vii + 374. 
44s. 

[To be reviewed. ] 
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Scott (W.). An Essay of Drapery, 1635. Boston, Mass.: Baker 
Library, Harvard Graduate School of Business Administration, 1953. 
103”. Pp. 41. 


[The author of the seventeenth-century essay here reprinted was a young 
man at the start of his business career. His essay is at once an encomium on 
the moral and religious dignity of trade and a manual of prudential maxims 
calculated to ensure business success. As Sylvia L. Thrupp remarks in her 
interesting introduction, An Essay of Drapery is not an intellectually distin- 

ished piece of work, but it has some interest as an example of the speculative 
thinking of practical men of business at this time.] 


SHEPHARD (R. W.). Cost and Production Functions. Princeton, 
New Jersey : Princeton University Press (London : Geoffrey Cumber- 
lege), 1953. 9”. Pp. 104. 12s. 6d. 


[This monograph over-elaborately develops mathematical conditions under 
which either the cost or the production function may be determined from the 
other, given information about factor prices and the level of output. Several im- 
plications of these one-to-one correspondences between the two functions for such 
special cases as linear and homogeneous production functions are explored.] 


SmitH (W.B.). Economic Aspects of the Second Bank of the United 
States. Cambridge, Mass.: Harvard University Press (London: 
Geoffrey Cumberlege), 1953. 93”. Pp. v +314. 32s. 6d. 


[In this scholarly work the author analyses the history of the Bank against 
the background of the economic structure and development of the United States 
during its lifetime (1816-41). At least in its golden era, the late 1820s, the Bank 
made a conscientious and largely successful attempt to carry out the functions 
of a central bank, and those responsible for its policy probably had fully as 
clear an understanding of what these functions were, at least in principle, as did 
their contemporary counterparts in the Bank of England. At the same time the 
extensive loans made by the Bank to its own directors and officials, not always on 
unimpeachable security, indicated a weakness in the execution of policy from 
which the Bank of England was certainly immune. Professor Smith traces 
clearly and interestingly the course and causes of the deterioration in the standard 
of management of the Bank during the brief period between 1836 and its ultimate 
failure in 1841 when it was operating under a Pennsylvanian charter. His work 
will be indispensable to students of the history both of banking and of economic 
fluctuations in the United States before the Civil War.] 


Swrrzy (P.M.). The Present as History. Essays and reviews on 
capitalism and socialism. New York: Monthly Review Press, 1953. 
84”. Pp. vi + 376. $5. 

[To be reviewed.] 


Wautuicn (H. C.) and Trirrin (R.). Monetary and Banking 
Legislation of the Dominican Republic, 1947. New York: Federal 
Reserve Bank, 1953. 10”. Pp. 98. 


[In 1947 there took place a general overhaul of the monetary and banking 
system of the Dominican Republic, and the United States dollar was replaced by 
a new Dominican peso as legal tender. This document contains the English 
text of the monetary law, the central banking law and the general banking law 
by which these changes were effected. The texts of the laws are accompanied by 
commentaries and an introductory survey of the economic and monetary back- 
ground by Messrs. Wallich and Triffin, who served as advisers on behalf of the 
Federal Reserve System in drawing up the reform legislation. ] 


Wuitrn (T. M.). The Theory of Inventory Management. Prince- 
ton, New Jersey: Princeton University Press (London: Geoffrey 
Cumberlege), 1953. 83”. Pp.v + 245. 30s. 

{[Mr. Whitin hopes that this book will serve the double purpose of making 


business-men more aware of the need for efficient inventory control and econo- 
mists more aware of the need to incorporate inventory behaviour into the theory 
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of the firm and of the business cycle. The book is divided into three sections, in 
which the author discusses inventory levels for the firm, inventories in the economy 
and inventories in military establishments. Starting from a consideration of 
inventory systems in use at the present time, Mr. Whitin goes on to consider the 
theory of inventory control. One of his principal conclusions is that, under 
certain assumptions, a rational entrepreneur should attempt to vary the level 
of his inventories with the square root of sales rather than directly with sales, 
Mr. Whitin turns next to a discussion of the role of inventories in business cycles, 
first expounding then criticising the views of various economists who have made 
contributions to the subject. His conclusion is that, while it is necessary to 
include inventories in dynamic models to make them realistic, insufficient data 
are available at present to make possible any satisfactory method of doing so, 
He considers the suggestion that there should be social control of inventories in 
order to mitigate business-cycle fluctuations, but dismisses it on both political 
and economic grounds. He is not, however, opposed to schemes involving stock 
regulation in particular segments of the economy. In the final section of the 
book the author examines the problem of military inventories, using the same 
form of analysis as in previous chapters, but applying the theory of games instead 
of profits as a means of evaluation. ] 


Woyrtinsky (W.S. and E.8.). World Population and Production. 
Trends and outlook. New York: Twentieth Century Fund, 1953. 
10”. Pp. v + 1268. $12. 


[To be reviewed.] 


French 


Baupin (L.). L’Aube d’un Nouveau Libéralisme. Paris: Génin, 
1953. 7}. Pp. 220. 


[Professor Baudin examines relationships, the discussion of which appears to 
be very widespread among contemporary French scholars. They are those 
between the individual personality, the social group and the economic order. 
The author traces the development of the liberal society and the attacks which 
have been launched against it by all forms of dirigisme. In the development of 
that socialism without doctrine which is to be found especially in Britain and 
Sweden, and which also has its place in France, and the reinforcement of liberalism 
by a more effective social conscience, Professor Bandin sees the rise of a new 
liberalism. If the book is somewhat diffuse, it nevertheless makes many import- 
ant points, supported by great erudition. The opening discussion of the special 
characteristics of individualism in France does much to explain that combination 
of civilised plenitude and political waste which commands the affection and 
provokes the despair of countless foreign admirers of France. There are many 
other telling passages; those, for example, in which the author rejects the argu- 
ment that the liberal society is inevitably self-destructive. ] 


BERNARD (P.). Economie et Sociologie de la Seine-et-Marne 
1850-1950. Paris: Armand Colin, 1953. 94’. Pp. 303. 1000 frs. 


[This is a study of the development of the economic, social and political life of 
the department in the past hundred years. The author sets out some generai 
conclusions at the beginning and end of the book. Throughout the bulk of the 
text he has concentrated on presenting data. In so doing, he has given the 
reader abundant information without falling into the trap of making the book 
merely a catalogue.] 


FRIEDMANN (G.) and Orners. Villes et Campagnes. Civilisation 
urbaine et Civilisation rurale en France. Paris: Armand Colin, 1953. 


9”. Pp. 1,200 frs. 


[This is a record of the proceedings of the second biennial ‘‘ Semaine Socio- 
logique ’’ organised by the Centre d’ Etudes Sociologique in 1951. The first confer- 
ence in 1949 was concerned with the subject of “ Industrialisation and Tech- 


nocracy.’ In the present volume, the historical, geographical and social factors 
in the urban and rural structure of France are exhaustively discussed. ] 
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Néet (A.). Le Marché Mondial de I’Etain. Ministére des Affaires 
Economiques, Etudes et Documents Série C3 1952. Paris: Presses 
Universitaires de France, 1952. 93’. Pp. 229. 1,000 frs. 


[Dr. Néel has divided his informative study of the economic problems of the 
world market for tin (including the regenerated metal) into two main parts. 
In the first, he examines the sources of supply, the modes of extraction and the 
structure of production and consumption. In the second, Dr. Néel discusses 
the commerce in tin, the development of prices, and commercial and strategic 
policies. The book is amply documented with statistics and other useful data. | 


SeLttier (F.). Morale et Vie Economique. Paris: Presses 
Universitaires de France, 1953. 7}. Pp. 112. 240 frs. 

[This little book is the fourth in a series entitled “‘ Initiation Philosophique,”’ 
of which six have so far appeared. M. Sellier is concerned with the relationships 
between individual and social morality and economic life. As he sees the develop- 
ment of ‘industrial civilisation, an initial effect was the depersonalisation of 
industrial relations. Subsequently, employers, trades unions and governments 
have endeavoured to improve those relations. At the same time, the author 
contends, the power to control economic affairs by deliberate policy has greatly 
increased, and with it the significance of the study of welfare. The problem is, 
how to express in the laws of States, the appropriate “moral constraint ’’ for a 
complex society. The analysis is extremely inconclusive, and there are odditics 
in the argument, for example, M. Sellier says that the amount of tax fraud is 
greater in less-developed than in more-advanced economies and simply deduces a 
relationship between economic development and civic sense. That is hardly the 
whole of the explanation.] 


Swedish 


Ox sson (I.). On National Accounting. Stockholm: Konjunk- 
turinstitutet, 1953. 93”. Pp. iii + 353. Kronor 22. 


[To be reviewed. ] 
Italian 


Coscrani (C.). Principii di Scienza delle Finanze. Turin: Unione 
Tipografico-Editrice Torinese, 1953. 10’. Pp. 587. Lire 3000. 


[To be reviewed. ] 


LoMBARDINI (S.). Il Monopolio nella Teoria Economica. Milan : 
Societa’ Editrice ‘“ Vita e Pensiero”’, 1953. 10”. Pp. 317. Lire 
1700. 

[To be reviewed. ] 


MeEnEGAzzI (G.). Corso di Scienza Sociale. In three volumes. 
Vol. I; fondamenti nuovi della sociologia. Vol. II; principidell’ordine 
economico e finanziario. Vol. III; Jlequilibrio economico-sociale. 
a Lecce, 1953. 84’. Pp. 407, 464 and 430. Lire 1800 each 
volume. 


[This is an attempt to provide a text-book which will bring economics and 
sociology together as a single discipline. Much of the treatment of economic 
theory in Volume II consists of discussion of the relations between social and 
economic values and allied questions, but a general outline of the theory of price 
and distribution is also included.] 


Pareto (V.). Scritti Teorici. With an introduction by G. 
Demaria. Milan: Malfasi, 1953. 10”. Pp. vii + 651. Lire 10000. 


_[This splendidly produced volume contains photographic reprints of Pareto’s 
chief contributions on theoretical economics to the Giornale degli economisti and 
other periodicals. This collection, which should be of the greatest value to 
students of Pareto’s thought, is prefaced by an assessment of Pareto’s work in 
economics by Giovanni Demaria. | 
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Dutch 


Patvia (C.M.). An Econometric Model for Development Planning 
{with special reference to India). The Hague: Institute of Social 
Studies, 1953. 84’. Pp. 85. 

[In this study, an econometric model is used to forecast the level of investment 
required to double the Indian per capita income between 1948-49 and 1970-71. 
The model is of a closed economy with the labour force distributed between two 
sectors, agriculture and all other industries. Labour co-operates with “ land- 
potential ” in the first sector and capital in the second. Free competition and 
full-employment are assumed within each sector; however, because of workers’ 
preferences and such dynamic factors as population pressures, it is also assumed 
that wages in agricultural occupations are a fixed fraction of wages elsewhere, 
Once there have been assembled as many equations as unknowns, many of the 
variables and coefficients are replaced by rough data for India in 1948-49 or by 
estimates compiled from empirical investigations in other countries. The 
remaining unknowns are found by solving the system. In conjunction with 
hypothetical growth rates of population and technical efficiency , a target for the 
1970-71 levels of real income and food production are fed into the model. The 
solutions to the system reached under alternative sets of values for: (1) the two- 
sector wage-ratio; (2) the price elasticity of demand for food; and (3) a sometimes 
exogenous agricultural price level, yield forecasts of the amounts of investment 
in “ land-potential ”’ and capital goods required to reach the target. Even under 
the more favourable of these sets of values, the necessary investment will probably 
be greater than domestic saving and the author concludes that an annual import 
of foreign capital equal to about 20% of the 1948-49 national income will be 
called for.] 


Egyptian 


Lewis (W. A.). Aspects of Industrialisation. Cairo: National 
Bank of Egypt, 1953. 94”. Pp. 41. 

[Professor Lewis takes as his theme the special problems involved in the 
attempt to industrialise countries lacking in mineral resources. The problems 
of marketing and capital supply naturally come foremost. In approaching the 
vexed question of the relative pace at which countries should seek to advance 
on the two fronts of agriculture and manufacturing, Professor Lewis begins by 
laying down that in the absence of foreign trade the proper balance will normally 
be determined simply by the marginal propensities to consume agricultural and 
manufactured products respectively. The situation is complicated, however, 
where foreign trade is possible, and also where there is over-population (in the 
sense of a zero marginal productivity of labour in agriculture). Where over- 
population is present, industrialisation has a special urgency, and Professor Lewis 
argues that in view of the relative abundance of land and labour in the different 
continents ‘‘ it may well be that with increasing population the world will depend 
more and more for agricultural products upon the fertile plains of North and South 
America, and that an increasing share of world trade in the simpler manufactured 
products must pass from the United States to the over-populated countries.” 
The problem of capital supply, in so far as it involves import of capital, is seen by 
the author as closely connected with the problem of management; in his view 
managerial expertise is a sphere in which foreign assistance is even more indis- 
pensable than it is in the sphere of technical knowledge. The lectures are marked 
throughout by the author’s characteristic lucidity and assurance. ] 


J ugoslav 


Bast (A.). Marxov Zakon Vrednosti. Ljubljana: Prevna 
Fakulteta, Univerza v Ljubljani, 1953. 8”. Pp. 359. 

[This book on the Marxian Law of Value is based on a doctoral dissertation of 
the University of Ljubljana. It is accompanied by a summary in English. 
The author considers the difficulties involved in the Marxian labour theory of 
value, especially the problems of varying qualities of labour and the relation 
between value and price. He concludes that on account of these difficulties, the 
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theory as expounded by Marx is not generally applicable to reality, and he then 
proceeds to discuss the simplifying assumptions made by Marx for the purpose 
of analysing capitalism which require to be relaxed to render his theory of value 
applicable to a non-capitalist economy. ] 


Japanese 


Kano (H.). Bankingin Japan. An outline ofitshistory. Tokyo: 
The Bank of Tokyo, 1953. 7”. Pp. 21. 


[This short factual survey has a somewhat broader scope than its title might 
indicate, since, as the author points out, the banking system in Japan tended to 
run ahead of the economy in general, so that its development has been integrally 
connected with the country’s industrialisation. ] 


Indonesian 


THe JAVA Bank. Report for the Financial Year 1952-1953. 
Djakarta : The Java Bank, 1953. 103”. Pp. 243. 

[This is the last report of the Bank to appear under its old constitution. The 
Java Bank is now replaced by the nationalised Bank Indonesia, and the present 
report begins by explaining the provisions of the nationalisation statute and the 
relation of the new bank to the old. It then goes on to give a full and valuable 
survey of recent economic developments in Indonesia in relation to their inter- 
national context. ] 


Official 
BRITISH 


GENERAL REGISTER OFFicE. Census 1951, England and Wales. 
County Report, London. London: H.M. Stationery Office, 1953. 
13”. Pp. 90. 22s. 6d. 


[This is the first of the County Reports series for England and Wales. The 
County of London over the period 1931-51 had a decline of over 1 million persons. 
The number of dwellings occupied by private households or vacant has increased 
since 1931 by about 72,000; there are about 100,000 new permanent dwellings, 
nearly one-third since the war; 30,000 new dwellings have been added by con- 
versions and adaptations; at least 70,000 were totally destroyed; there has been 
a decline from 0-98 persons per room to 0-83 persons. Apart from this, the report 
includes the usual information about birthplace, nationality, sex, age and marital 
condition, education, and social class as measured by broad classification of 
occupations. } 


Revers (W. J.) and Broventon (H. F.). Productivity in House- 
Building. Second Report. National Building Studies, Special Report 
No. 21. London: H.M. Stationery Office for the Department of 
Scientific and Industrial Research, 1953. 93”. Pp. 37. 1s. 9d. 

[This is based on a sample survey of local-authority housing contracts com- 
pleted between March 1949 and March 1951. The report contains a careful 
statistical analysis of the relationship found in the sample between productivity 
and the following factors : size and character of houses; extent of sub-contracting ; 
methods of wage payment; degree of supervision; contractors’ experience of 
house-building; size of the contract; date; and region.] 


AMERICAN 


Unitep Srarges or America Mutua Security AGENcy. The 
Structure and Growth of the Italian Economy. Prepared by the 
Program Divisien of the Special Mission to Italy for Economic Co- 
operation. Rome: Mutual Security Agency, 1953. 10}. Pp. 165. 
[To be reviewed.] 
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Latin AMERICAN 


INTER-AMERICAN CoUNCIL OF COMMERCE AND PRODUCTION. Plain 
Talk in Lima. Position of Argentine economic forces in the sixth 
plenary meeting of the Council. Argentine Section of the Inter- 
American Council of Commerce and Production, 1953. 9’. Pp. 133. 


[A reproduction and elaboration of the opinions advanced by the Argentine 
delegates at the sixth plenary meeting of the Inter-American Council of Commerce 
and Production, a body composed of representatives of business interests in the 
countries of the American continent.] 


THAILAND 


NATIONAL Economic Counctm or THAILAND. Statistical Year- 
book, 1952. Bangkok: Central Statistical Office, National Economic 
Council, 1952. 103”. Pp. 408. 


[The publication of this Year Book, which was temporarily suspended after 
1949, is here resumed in a new form. Detailed historical data will in future be 
given only in Census years. ] 


INTERNATIONAL 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT. 
The Economic Development of Nicaragua. Report of a mission 
organised by the Bank at the request of the Government of Nicaragua. 
Baltimore: Johns Hopkins University Press (London: Geoffrey 
Cumberlege), 1953. 8}. Pp. vii + 424. 40s. 

[The literature on this Central American republic is scanty, and a book of this 
authority and comprehensiveness is to be welcomed. The volume divides into 
five main sections—The Main Report; Industries, Power and Mining; Transport 
and Communications; Agriculture and Forestry; The Fiscal System. For the 
most part it is pleasantly written and gives a clear and interesting picture of the 
country. Nicaragua is an underdeveloped land—a fact of which its Government 
is well aware. There is much to be done in education (in its widest sense) and 
the modernising of agriculture, industry, land use and trade. But the country 
offers many potentialities. It is difficult for a European to realise the complete 
absence of any topographical surveys—and this is a serious lack which is being 
remedied slowly by American surveyors, who, very rightly, are spending much 
time on basic triangulation. Nor is there any comprehensive geological know- 
ledge of the country. Nevertheless, it is a pity that the Mission did not include 
some better general maps in the volume. In the three which are given there is 
no attempt even to show the general physical appearance of the Republic such 
as is given in any ordinary atlas. The map of Land Use is interesting, but would 
be of far more value if it were combined with even an outline of the topography. 
Economists, geographers and others should welcome this volume as a contribution 
of no little value and merit. It contains much information, and can be read with 
advantage and pleasure. The account of the railways and telephone systems will 
soon convince the student that there is plenty of room for improvements !] 


INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT. 
Surinam. Recommendations for a ten year development program. 
Report of a mission organized by the Bank at the request of the govern- 
ments of the Netherlands and of Surinam. Baltimore : Johns Hopkins 
Press, 1952 (London: Geoffrey Cumberlege), 1953. 83’. Pp. 

v+ 271. 40s. 


[The first hundred pages of this book form the report, and the remainder 
of the book is devoted to technical appendices. The latter are very interest- 
ing and informative. They deal with agriculture, forestry, mining, industry and 
power, transportation and marketing. There is also one devoted to the Broko- 
pondo project—a project involving the building of a dam and the development 
of water power. In all these appendices there is a fairly close integration of the 
geographical background and the matter discussed. Two or three simple dia- 
gram maps are the only illustrations. Even if Surinam has not yet been surveyed, 
it would have been possible to insert a general map showing physical features and 
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some climatic and other relevant statistics. The economic discussions are 
interesting, and the reader will find the book as a whole pleasant to read. He 
will, too, learn a great deal about a little-known place. Nevertheless, if the 
report and appendices had been illustrated with appropriate maps, they would 
have been far more valuable. After all, economic discussions must largely 
depend on geographical facts and conditions, and these can usually be shown on 
maps. } 


INTERNATIONAL LABOUR ORGANISATION. Problems of Wage 
Policy in Asian Countries. Geneva: International Labour Office, 
1953. 94”. Pp. 135. 


{In no part of the world are the problems of wage policy more urgent and 
difficult than in Asia. In many Asian countries two-thirds or more of the popula- 
tion depend for their livelihood on agriculture and other primary production, the 
majority of the working population are self-employed, and the proportion of 
wage-earners is considerably smaller than in economically advanced countries. 
Real income per head is the smallest in the world, and the food consumption of 
many millions is insufficient to sustain physical efficiency. Most of the wage- 
earners are in agriculture, small-scale handicraft industries and domestic service, 
and their wages cannot be raised appreciably without simultaneous measures to 
raise the income of vast numbers who are not wage-earners. This implies care- 
fully planned programmes of economic development, with which wage policy 
must be co-ordinated. The Report reviews these problems, outlines the objec- 
tives of wage policy, gives an account of existing systems of wage regulation and 
examines the relation between wage policy and economic development. Special 
attention is given to the need for capital investment if productivity is to be 
increased, and to the need for a wage policy which will ensure savings for this 
purpose. Consideration is given to the accumulation of funds in good years in 
order to stabilise the wages of workers engaged in the production of rubber, tin 
and other commodities which experience wide price fluctuations in world markets. ] 


INTERNATIONAL MONETARY Funp. Annual Report 1953. Wash- 
ington, D.C. : International Monetary Fund, 1953. 9”. Pp. v + 160. 


[This report contains the usual survey of world balance-of-payments move- 
ments during the year. The authors welcome the increased reliance on monetary 
policy recently shown by many national authorities, and they also give their 
support to the view that progress towards the convertibility of currencies is to be 
regarded as means of assisting in the solution of balance-of-payments problems 
rather than merely as an ideal capable of attainment only after balance-of- 
payments difficulties have ceased to exist. ] 


INTERNATIONAL MONETARY Funp. Summary Proceedings of the 
Eighth Annual Meeting of the Board of Governors, September 1953. 
Washington, D.C. : International Monetary Fund, 1953. 9’. Pp. 165. 

[The chief feature of these proceedings is the speech made by Mr. Ivar Rooth, 
Managing Director of the Fund, in presenting its eighth annual report (noted 
above). In it he restates and elaborates the views about convertibility contained 
in that report. ] 


INTERNATIONAL MONETARY Funp. The Revival of Monetary 
Policy. Text and charts of an informal discussion at the Eighth 
Annual Meeting of the Board of Governors. Washington, D.C. : 
International Monetary Fund, 1953. 11’. Pp. 16. 

[This contains half a dozen brief articles on recent trends in monetary policy 


in different countries. Some interesting material is included, but the analysis 
is mostly rather slight. ] 


Unitep Nations. A System of National Accounts and Supporting 
Tables. Studies in Methods, No. 2. New York: United Nations 
Department of Economic Affairs, 1953. 11”. Pp. 46. 3s. 9d. 


[As a concise and up-to-date description of the frame of reference of the social] 
accountant and as a manual for the working statistician this report effectively 
replaces the earlier U.N. report, Measurement of National Income and the Con- 
struction of Social Accounts (1947), to which it is described as a sequel. It sets 
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out clearly the principles of classification of activities, transactions and sectors, 
it defines precisely the principal flows in the accounting system, and it constructs 
a set of tables which in their form and emphasis distil some five years’ inter. 
national experience of social accounting. The needs of under-developed countries, 
for example, are now explicitly recognised in a special account for the rural 
sector. A detailed analytical table of contents adds enormously to the practical 
usefulness of the manual. This report, however, takes the subject for granted, 
and its predecessor is a more readable and informative introduction to social 
accounting for the uninitiated.] 


Unitep Nations. Yearbook of International Trade Statistics, 
1952. New York: United Nations Department of Economic Affairs, 
1953. 11”. Pp.384. 30s. 


(This third issue contains statistics for seventy countries (as against fifty-two 
in the second issue) covering about 97% of world trade. } 


Unttep Nations Foop anp AGRICULTURE ORGANIZATION. The 
State of Food and Agriculture, 1953. Part I—Review and outlook. 
Rome: FAO, 1953. 11”. Pp. 125. 5s. 


[1952/53 was a year in which primary-product prices tended to fall in con- 
sequence both of improved supplies and the end of the Korean war boom. It is 
estimated that world production per head (outside the communist countries) in 
1952/53 regained for the first time its pre-war level, although disparities between 
different parts of the world remained as great as ever, and food production per 
head in the Far East remained 15-20% below pre-war. The present report 
contains useful information on recent trends in prices and world trade, as well as 
a review of production and outlook by regions and by commodities. ] 


UniTED Nations FooD AND AGRICULTURE ORGANIZATION. Survey 
of National Measures for Controlling Farm Prices in Western European 
Countries. Commodity Policy Studies, No. 2. Rome: FAO, 1953. 
11”. Pp. 70. 3s. 9d. 


[The author of this survey is Miss Ruth Cohen. The survey describes and 
analyses national policies relating to farm prices in ten Western European countries 
in the year 1951. In the opening chapter the author considers in general terms 
the objectives, methods and effectiveness of these policies and their impact on 
other countries. The two remaining chapters describe in greater detail the 
policies adopted in individual countries and in respect of individual commodities.] 
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Western Enterprise in Far Eastern Economic Development : 
China and Japan 


G. C. ALLEN, Professor of Political Economy, University of London 
and AUDREY C. DONNITHORNE, Lecturer in Political Economy, 
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